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ALLOCATION PROBLEMS 


HERE has been considerable discus- 

sion in recent months of the problems 
connected with the distribution of hard- 
to-get commodities and the suggestion 
that small retailers are not receiving 
their fair share of scarce articles has 
often been advanced. On the other hand, 
some have asserted that the small re- 
tailer was, on the whole, faring rather 
better than the large store or chain in 
getting certain short items on which his 
retail ceiling prices happened to be 
higher than those of his competitors. The 


consumer, especially if he lives in a small 
community at a distance from a large 
city, has wondered how he would fare in 
these days of mounting transportation 
difficulties when it seems more desirable 
than ever before for the goods to be 
brought to him. 

It may well be that the interests of the 
different distributive groups concerned 
in this problem of an equitable allocation 
of short commodities may not be as di- 
vergent as those who “‘view the situation 
with alarm” would have us believe. It is 
even conceivable that manufacturers 
and distributors may wish to keep all of 
their retail customers, both large and 
small, supplied with a share of the scarce 
goods not only as a part of their contri- 
bution to the war effort, but as a matter 
of good business judgment as well. Far- 
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sighted businessmen, perhaps, see on the 
distant horizon a post-war buyers’ mar- 
ket in which they will need all of the 
small customers they can get. 

The discussion which follows summa- 
rizes the methods now being used by 
manufacturers and wholesalers in par- 
celling out non-rationed scarce goods and 
focuses attention on some of the per- 
plexing problems faced by distributors 
who desire to do what is best for all con- 
cerned. At the outset, it must be remem- 
bered that the allocation problems con- 
fronted by a manufacturer who makes 
only a few lines are simple as compared 
with those of a wholesaler who is dis- 
tributing thousands of articles. Not only 
is the manufacturer concerned with 
fewer scarce commodities, but often he 
is selling to accounts that are more 
nearly uniform in size than those served 
by. wholesalers. In many cases, his cus- 
tomers are both fewer in number and 
larger in their volume of purchases in any 
one line so that it is farily easy for him 
to maintain records of each customer’s 
purchases by lines of merchandise. These 
records enable him to allocate to custo- 
mers a uniform percentage of the amount 
of the now scarce merchandise each pur- 
chased in a normal year and all custo- 
mers will be treated alike. Because of 
his lack of purchase records by lines, the 
average wholesaler is forced to make his 
allocation of scarce goods on the basis of 
total purchases of all lines in the base 
year and unintentional discrimination 
may result. 

In a discussion of allocation methods 
as they affect the general economy, cer- 
tain broad questions of distribution 
policy are involved. Among them are the 
following: (1) How can the small buyer 
be protected in the present sellers’ mar- 
ket? Who will see to it that small stores 
in relatively inaccessible communities 
receive their fair share of scarce mer- 


chandise? Their preservation appears 
necessary because consumers, who are 
now unable to use their automobiles 
freely for shopping in the larger centers, 
are more dependent upon them than ever 
before. (2) Who will look after the whole- 
saler or retailer who, through no fault of 
his own, is cut off from his source of sup- 
ply of certain lines of scarce goods? 
(3) How will scarce merchandise be equit- 
ably distributed among small retailers 
without adding to the difficulties already 
faced by an over-burdened transporta- 
tion system? Our distributive system for 
foods and other necessities of life is de- 
pendent upon trucks to a large extent. 
Shortages in tires and gasoline make it 
imperative that the present equipment 
be utilized to the fullest extent possible. 
All wastes resulting from cross-hauling 
and excessive hauling must be reduced. 
Are these two objectives—wide accessi- 
bility of scarce merchandise and the 
most economical use of delivery equip- 
ment—in conflict? If so, what should be 
done about it? 

The factual material in this article is 
based on a study of allocation prac- 
tices of manufacturers and wholesalers 
in which the writer participated. It was 
made for the Services and Consumer 
Durable Goods Division of the Office of 
Price Administration. The Department 
of Commerce cooperated in the study, 
and most of the data were gathered 
through its twelve Regional Consultants 
and by staff members of the Distribu- 
tion Division. Representative manufac- 
turers, wholesalers, and retailers were 
interviewed in widely separated parts of 
the country during the latter part of 
January, 1943. The information secured 
included methods used in allocating 
short merchandise that is sold in five 
types of stores: grocery, drug, dry goods 
and wearing apparel, hardware, and 
furniture. 
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Metuops Usep 


The chief methods now being used by 
suppliers in allocating their nonrationed 
scarce commodities are listed in outline 
form below. They are, in the main, self- 
explanatory. 


I. On the basis of “past purchases.” The 
term is loosely used to include the fol- 
lowing methods: 

(1) Allocation to the company’s sales- 
men on the basis of their past sales. 
Salesmen in turn prorate to cus- 
tomers: 

(a) On basis of each customer’s 
past purchases. 

(b) On basis of “personal judg- 
ment.” Cther factors in addi- 
tion to “past purchases” are 
considered. In many cases, no 
very consistent or uniform 
method is employed. 

(2) Allocation direct to customers by 
the home office (or branch office): 
(a) On basis of each dealer’s total 

purchases during base year 
(usually 1941 or 1941-42). 

(b) On basis of each dealer’s total 
purchases in corresponding 
month (or longer period), of 
base year. 

(c) On basis of each dealer’s pur- 
chases of the scarce merchandise 
during base year. 

(d) On basis of each dealer’s pur- 
chases of the scarce merchandise 
in corresponding month (or 
longer period), of base year. 

II. Allocation made by executives at the 
home office on basis of “personal judg- 
ment.” A fairly uniform method may or 
may not be followed. Several of the fol- 
lowing factors may influence the de- 
cision: 

(1) Size of the account. (This may 
amount to merely a rough determi- 
nation of “oldest and best” cus- 
tomers). 

(2) Length of time account has been on 
the books. 

(3) Credit history of account. 


Ill. 


IV. 


VI. 


VII. 


(4) Potentialities of the account: 

(a) Post-war outlook. 

(b) Appraisal of size of firm rather 

than size of orders. 

(5) Personal “friendship.” 
Allocation on the basis of “first come, 
first served” (i.e., complete absence of 
any planned allocation system). 
Sale of scarce merchandise only to cus- 
tomers who buy other commodities 
(e.g., sometimes used for toilet goods). 


. Allocation on the basis of equal amounts 


to each customer regardless of the size 
of the order (commonly used for very 
scarce articles—e.g., one dozen tubes 
of tooth paste with each order). 

On the basis of a fixed percentage re- 
duction in all orders received (e.g., 
sometimes used for films and cigars). 
Selling ‘‘small amounts when available” 
to old customers (used for articles so 
scarce that there is not enough to go 
around, e.g., inner-spring mattresses). 


Often more than one plan will be used 
by a company. Any of the above basic 
plans may be modified as follows: 


(1) By selling only to readily accessible 


customers reached without transpor- 
tation difficulties. (A major considera- 
tion here will be delivery costs.) 


(2) By establishing a minimum size of 


order on scarce merchandise or by 
following the practice of not breaking 
packages. (This eliminates many small 
dealers.) 


(3) By selling only to the best credit risks. 
(4) By giving preference to those who 


come to the warehouse for goods. (Self 
delivery or cash and carry.) 


(5s) By classifying customers and then 


giving preferential treatment to one 
group. 


(6) By giving preference to those who 


complain loudest. 


By far the most common method of 
allocation reported was that based on 
“past purchases.” The year 1941 was 
the most common base period used. At 
least 75 per cent of the manufacturers 
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and wholesalers, operating in the five 
lines studied, stated that they based 
their scheme of proration on the past 
purchases of customers. Almost without 
exception, retailers when asked the 
method they considered best indicated 
that they preferred a system of proration 
based on their past purchases. Hence, it 
might seem justifiable to conclude that 
all allocation problems have been solved, 
since distributors are now prorating to 
retailers on the basis that the retailers 
prefer. 

Unfortunately, allocation problems 
cannot be disposed of so easily. “Past 
purchases” is an elastic type of phrase 
that can be stretched to cover a wide va- 
riety of allocation practices, some of 
which are discriminatory in their final 
result. To one manufacturer it means 
the proration at the home office of all 
scarce merchandise to his retailer (or 
wholesaler) customers, without favorit- 
ism, on the basis of the amount of the 
scarce articles that they bought from 
him in the base period. The dealer who 
bought 43 per cent of the sheets he sold 
in 1941 gets 44 per cent of the reduced 
supply now available, and no more. At 
the other extreme is the manufacturer 
who uses “past purchases” in a rough 
sort of way as a factor in determining 
who his best customers are and then pro- 
ceeds to take care of them. Often the re- 
tailer has no way of knowing that “past 
purchases,” as used by the latter manu- 
facturer, does not represent an exact 
method of allocation based on purchase 
records maintained at the home office. 


ALLOCATION TO SALESMEN 


Furthermore, the expression “‘alloca- 
tion on the basis of past purchases” is 
loosely used by some manufacturers and 
a good many wholesalers to indicate a di- 
vision of the scarce merchandise among 
salesmen on the basis of their sales in a 


selected year. In fact, this method was 
the one most widely used at the time 
that the interviews were made. When a 
wholesaler says: “I allocate my scarce 
goods on the basis of 1941 purchases,” 
he may mean that he divides the present 
limited supply among his salesmen on 
the basis of the share of the company’s 
total business which each accounted for 
in 1941, and then leaves it up to the 
salesmen to allocate to their customers 
on some equitable basis. Thus, if sales- 
man “A” sold § per cent of all the mer- 
chandise sold in 1941, he now gets 5 per 
cent of the scarce goods for distribution 
to his customers. In businesses handling 
relatively few lines, or in those with de- 
tailed sales records by lines, the pro- 
ration to salesmen might be made on the 
basis of the proportion of the total sales 
of the now scarce articles each sold in 
1941 instead of on total sales of all mer- 
chandise. Firms with these detailed 
records, however, probably would go a 
step further and allocate direct to deal- 
ers at the central office. 

After the above proration has been 
made to salesmen, there is no guarantee 
that customer “‘X,” whose purchases in 
1941 amounted to 8 per cent of sales- 
man “‘A’s” business, will get exactly 
8 per cent of the scarce goods allocated 
to salesman “‘A.” He may get more or 
he may get less, depending on the sys- 
tem (or lack of system) used by sales- 
man “A.” Conceivably, of course, sales- 
man “A” may prorate to all customers 
on the basis of their past purchases—a 
few do. Reports indicated, however, that 
most salesmen do not do this except in 
a very rough sort of way. 

Several retailers who were interviewed 
pointed out that when the final alloca- 
tion is left up to a salesman, there is op- 
portunity for favoritism. In most cases, 
the small retailer, probably, is the one 
who will receive the little end of the deal. 
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The salesman cannot be censured for 
looking after old customers or large cus- 
tomers. If he sells on a commission, he 
necessarily thinks in terms of customer 
accessibility, sales volume, and size of 
order and he may be reluctant to do any- 
thing that will tend to cut down too 
much on the average size of the order. 
Moreover, in most cases, he does not 
have adequate past records and could 
not take the time to make a detailed sta- 
tistical allocation if he did have them. 

Those who rely on salesmen for the 
proration of scarce goods among custom- 
ers contend that this method not only 
is less expensive than a system of direct 
allocation by the home office, but that 
in the long run it will be just about as 
fair to all customers concerned. The ar- 
gument is stated somewhat as follows: 
The salesman, because of his intimate 
acquaintance with dealers, is in a better 
position to judge each individual case on 
its merits than some desk man at the 
central office. There may be extenuating 
circumstances that should be taken into 
account. For example, a dealer who has 
for years bought from several sources 
may have on hand a relatively large sup- 
ply of a scarce article that he has secured 
a little at a time from the various sellers 
with whom he does business. His share, 
then, should go to the customer who has 
in the past depended almost entirely on 
the salesman’s company for his pur- 
chases and who is now badly in need of 
the goods. 

It must be granted that this argument 
has merit. There are many situations 
that do not show up in black and white 
on the company’s books. Conceivably, 
however, these unusual situations can be 
taken care of under a system of direct al- 
location if the home office works in close 
cooperation with the salesmen when the 
allocations are made. The sales execu- 
tive in charge knows nearly as much 


about conditions in each territory as the 
salesman does and he has the advantage 
of being able to view the situation ob- 
jectively and without prejudice. 


Direct ALLOCATION TO CUSTOMERS 


Practically all of the retailers who ex- 
pressed an opinion, stated that they pre- 
ferred to have scarce goods allocated 
direct to them by the home office of the 
manufacturer or wholesaler in propor- 
tion to their past purchases, rather than 
to depend on salesmen for the proration. 
They felt that under a plan of direct al- 
location, they would be more apt to get 
their fair, proportional share of scarce 
goods than under any other system. The 
proration to retailers may be made on 
the basis of their total purchases of all 
goods during a selected base period or on 
their purchases of the now scarce lines 
during the base period. The latter 
method, of course, is to be preferred 
where the necessary records are avail- 
able. With a direct proration to custom- 
ers on the basis of their past pur- 
chases, all will be treated alike. Small 
customers will be able to get a fair share 
of the scarce goods and, unless excep- 
tions are made, there will be no favored 
buyers. 

In all fairness, it should be empha- 
sized, however, that direct proration of 
scarce goods by the home office does not 
per se result in equitable distribution. 
Even an allocation plan based on each 
dealer’s past purchases in the now scarce 
lines, if rigidly applied, can result in dis- 
crimination. Any plan must be admin- 
istered with judgment and it must be 
made flexible enough to meet new condi- 
tions as they arise. In some situations, 
dealers who use past purchases as just 
one of several factors in a scheme of allo- 
cation may be doing a fairer job than 
those who adhere rigidly to past pur- 
chases as the sole base. For example, the 
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slavish use of past purchases as a basis 
for allocation by manufacturers distrib- 
uting part of their merchandise in de- 
fense areas can itself result in rank dis- 
crimination. The method assumes that 
retail conditions in all the areas served 
have remained in status quo. Examples 
of recent shifts in population are numer- 
ous enough to demonstrate the fallacy 
of this assumption. Small communities 
have doubled or trebled in size almost 
over night with the coming of war indus- 
tries, and other communities have lost 
in population as people migrated to fac- 
tory towns. Adjustments must be made 
in quotas based on past purchases alone 
if the retailer in these areas are to be 
equitably served. 

As mentioned before, a system of pro- 
ration based on past purchases in the 
now scarce goods seems most fair since 
all customers are assured of receiving 
their proportional share of scarce mer- 
chandise. It must be remembered, how- 
ever, that some manufacturers and 
most wholesalers do not have adequate, 
reliable figures on their past sales to in- 
dividual companies by lines. The average 
grocery wholesaler carries 2,000 arti- 
cles, and the drug wholesaler may have 
25,000 items in stock. The cost of keep- 
ing detailed sales records by lines of 
merchandise has in the past appeared to 
many wholesalers to be entirely unwar- 
ranted. For example, one Boston drug 
wholesaler reported that it cost him 
$435 to analyze his customers’ past pur- 
chases of Coca-Cola syrup alone. 

Hence, the average wholesaler is 
forced to base his allocation system on 
total past purchases. This method in 
many cases is, of course, unrealistic 
since it assumes that all customers 
bought the same proportion of the now 
scarce articles in the base year. The 
dealer whose proportion of purchases 
of the scarce merchandise from a whole- 


saler is normally large (i.e., above the 
average) is placed at a disadvantage. 

Allocation on the basis of past pur- 
chases alone may lead to a marked in- 
crease in selling costs where it results in 
the breaking of cases, or other units, 
in order to supply small dealers. It may 
also result in increased delivery costs, 
for obvious reasons. Possibly these are 
unavoidable if the small retailer is to be 
served. 


OrHeR Metuops Usep 


Relatively little use was made of any 
of the other methods of allocation listed 
in the outline. The sale of scarce mer- 
chandise only to customers who buy 
other commodities cannot be approved. 
At best it is a questionable business 
practice which is almost certain to result 
in an inequitable distribution of the 
scarce goods. 

A fixed percentage reduction in all 
orders received may be satisfactory as a 
temporary expedient until an equitable 
plan of allocation can be set up. As soon 
as retailers become aware that this 
method is being followed, they will, of 
course, place orders far in excess of their 
actual requirements, knowing that these 
will be scaled down. 

Allocation on the basis of equal quan- 
tities to each customer, regardless of the 
size of the order or the amount of past 
purchases, may be justified in the case 
of extremely scarce commodities. This 
plan is simple and easy to operate. It, 
however, does not take into account the 
needs of the different buyers served and, 
if it is rigidly followed, small purchasers 
will be favored. This objection may in 
part be overcome by classifying custom- 
ers according to size, different classes 
of customers being given different 
amounts. 

As suggested before, there may be 
situations where a plan of allocation in 
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which the personal judgment of execu- 
tives is the major factor may be fairer 
to all concerned than a more scientific 
method that is rigidly followed. Its fair- 
ness will depend upon the willingness 
and the ability of the executives to ad- 
minister it in the interests of all re- 
tailers and not in the interests of a 
favored few. Its chief weakness lies in 
the absence of any uniform principles 
governing the treatment of customers. 
It can be impartially administered only 
by a fair-minded executive of great abil- 
ity, who has a wide personal knowledge 
of individual customers and local con- 
ditions in the territories served. 


RECOMMENDED PLAN OF 
VoLUNTARY ALLOCATION 


With all its faults, a system of direct 
allocation of scarce commodities which 
is made at the home office and is based 
on past purchases of all goods in a partic- 
ular line (or, when possible, in the now 
scarce goods) is most apt to result in an 
impartial and equitable treatment of all 
customers. The system must be flexible. 
Adjustments should be made to take 
care of unusual situations, such as: (1) 
population shifts in territories served, 
and (2) dealer mortality and natality. 
The suggestions of salesmen will be 
helpful in spotting cases where the use 
of past sales alone results in inequalities. 

Where records of past purchases in 
the now scarce items are not available, 
wholesalers whose businesses are de- 
partmentized may find it advisable to 
make use of the departmental figures 
in prorating scarce merchandise to cus- 
tomers, rather than to use total pur- 
chases in all lines. For example, a dry 
goods wholesaler might allocate sheets 
to a customer on the basis of his past 
purchases in the department carrying 
cottons, towels and sheets. One dry 
goods wholesaler, who followed this plan, 


allocated scarce goods to customers on 
the basis of their average purchases 
in each of his 16 departments in the 
first six months of 1940 and 1941 
The departmental quotas for the first 
half of 1943 were determined as fol- 
lows: First, the manager of each de- 
partment estimated the probable volume 
of sales in his department for the Janu- 
ary through June period. Second, the 
estimated departmental sales were ex- 
pressed as a percentage of the actual 
business done by the department in the 
base period (i.e., average of sales in the 
first six months of 1940 and the first six 
months of 1941). The resulting figure 
was called the “quota percentage.” 
Third, the quota percentage for each 
department was applied to a customer’s 
actual purchases in the department in 
the base period in order to determine his 
quota of available merchandise in dollars 
and cents. The departmental quota per- 
centages varied from 100 per cent in 
departments in which there was no scarce 
merchandise to 50 or 60 per cent in 
departments handling very scarce goods. 
A customer who had purchased no mer- 
chandise in a department in the base 
period received no quota for that de- 
partment and could get none of the 
scarce merchandise in stock there. An 
unused quota in one department could 
not be transferred to another depart- 
ment. In some instances, adjustments 
were necessary to take care of unusual 
situations and insure that injustices did 
not result from the inflexibility of the 
system. The company made no guaran- 
tee that quotas in all departments would 
be met since estimated supplies of mer- 
chandise might not be forthcoming. It 
did assure customers, however, that the 
available supply would be fairly distrib- 
uted. 

Perhaps, when certain types of goods 
are very scarce, the present stock on 
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hand in the retailer’s place of business, 
regardless of where it was bought, should 
be made the primary factor in determin- 
ing whether or not he receives a prora- 
tion. In companies that are now using 
this plan it is up to the salesmen to de- 
termine when a dealer is not entitled to 
receive goods. In such cases his allot- 
ment is divided among the salesman’s 
other customers. Unless the salesman is 
carefully supervised, however, the cen- 
tral control over allocations is weakened 
and unfair discrimination can result. 

In certain lines, the allocation problem 
is in large part taken care of under gov- 
ernment regulation. A system of govern- 
ment rationing, particularly point ra- 
tioning, such as that used for canned 
food products, provides a semi-automa- 
tic solution to the problem of distribut- 
ing scarce merchandise of the so-called 
convenience type, like groceries. The 
goods flow to the places where the 
stamps are presented by consumers. If 
a town trebles in size with the coming of 
a war industry, three times as many 
stamps or points will be presented to re- 
tailers in that community as _ before. 
This assumes, of course, that the dealers 
can get enough merchandise to take 
care of normal demands at the time that 
the system is launched and that they 
take advantage of provisions in the ra- 
tion orders which permit them to in- 
crease their inventories from time to 
time as the population grows, assump- 
tions that may be unwarranted in many 
cases. 

It is possible, however, that a ration- 
ing system, with its strict limitation on 
quantities purchased, may bring about 
marked changes in buying habits. When 
purchases are strictly limited, people 
may buy the better grades of merchan- 
dise. Such a change in buying habits is 
said, by some retailers, to be taking place 
at present in shoes. It is reported that 


consumers are now buying more ex- 
pensive shoes than they did formerly and 
that quality and durability have be- 
come factors of primary importance. 
This change in buying habits, unless 
it proves to be transitory in nature, is 
bound to affect adversely the sales of 
both manufacturers and retailers who 
have in the past concentrated on the 
lower priced lines. 


CLosELY RELATED PROBLEMS 


Problems concerning the allocation of 
scarce goods are inseparably bound up 
with transportation problems and with 
problems having to do with operating 
efficiency. In appraising any plan of pro- 
ration, the wholesaler is likely to ask, 
“What will be the effect of this on my 
costs of doing business?” And this is a 
question, of course, in which consumers 
too are vitally interested. Consumer 
groups all over the country have for the 
past two or three years been greatly 
concerned over the high costs of distri- 
bution and have sought ways of reducing 
or eliminating certain of the costs inci- 
dent to getting goods from the manu- 
facturer to the user. 

It is cbvious that any plan of alloca- 
tion, if it is at all equitable, is quite apt 
to increase operating costs. In order 
that a small retailer in a relatively in- 
accessible town may be adequately sup- 
plied with his share of goods, whole- 
salers may have to fill orders so small 
that they cannot be handled economi- 
cally. Much has been written in recent 
years about the virtues of “selective 
selling” and even cost accounting for 
distributive enterprises has been rather 
widely advocated as a scientific method 
of separating profitable accounts from 
those that are unprofitable. 

In this connection, the following 
question is frequently raised: Should a 
manufacturer or a wholesaler be per- 
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mitted to reap some of the benefits sup- 
posed to accrue from a system of 
selective distribution at this time? The 
consumer probably would answer: “‘No, 
unless he can at the same time give the 
small retailer a fair share of the scarce 
goods,” At this particular time, these 
two objectives appear to many to be in 
conflict. 

Several wholesalers indicated their 
willingness to make sacrifices, if neces- 
sary, in order to keep small retailers 
supplied with their fair share of scarce 
goods. At the same time, it is unreason- 
able to ask distributors, many of whom 
are beset with severe labor shortages and 
transportation difficulties, to forego an 
undue amount of profit in order that all 
small merchants may survive. The mor- 
tality rate among retailers has always 
been high, and it can be urged that no 
sound economic purpose would be served 
in attempting at this time to keep in- 
efficient retailers alive. 

It has been suggested that voluntary 
cooperation among distributors may 
make it possible for them to secure some 
of the benefits of selective distribution 
and to supply small retailers with their 
just share of scarce goods at the same 
time. Methods of allocating scarce mer- 
chandise in an equitable manner can be 
worked out to best advantage if whole- 
salers in an area will get together and 
discuss their common problems. In these 
group meetings, arrangements can be 
made to care for retailers who, through 
no fault of their own, have been cut off 
from one or more important sources of 
their supply of scarce merchandise. 

At these group meetings it may be 
feasible for wholesalers in many areas to 
develop cooperative delivery systems 
that will make possible a reduction in 
transportation costs. Cooperating whole- 
salers would be doing their part, more- 
over, in alleviating a transportation 


situation that can easily become critical. 
Wastes resulting from cross-hauling and 
excessive hauling cannot be condoned at 
a time when it is imperative that all 
trucking facilities be used economically. 
Cooperative delivery systems, if care- 
fully planned, will make possible a con- 
siderable reduction in truck mileage and 
result in a saving both in manpower and 
in tires and gasoline. In order further to 
ease the strain on transportation facili- 
ties, it is possible that in several areas a 
plan of trading customers located at a 
distance from the wholesale distributive 
centers can be worked out at these group 
meetings to the benefit of all concerned. 
For example, on March 17, 1943, the 
Office of Defense Transportation ap- 
proved three cooperative plans for the 
conservation of trucks, tires and equip- 
ment. One plan provided for the ex- 
change of outlying wholesale customers 
among the 22 participating milk dis- 
tributors in the Auburn milk marketing 
area of New York, in order to reduce the 
mileage operated by their trucks.’ 
Should dealers who, hard hit by war 
priorities, have taken on lines now scarce 
in order to survive be given a share of the 
little merchandise now available? Most 
retailers would answer, “No.” They feel 
that wholesalers and manufacturers 
should not be permitted to accept these 
new accounts. They contend that the ob- 
ligation of vendors in these trying times 
is to supply merchants now in business in 
the lines they carry. For example, a dry 
goods wholesaler should feel under no 
obligation to sell a hardware merchant 
work clothing. Manufacturers of cloth- 
ing and other scarce articles should also 
refuse these hybrid accounts. If mer- 
chants, when hard pressed, are free to 
take on scarce lines entirely foreign to 
their old businesses, the problems con- 


1 Reported in Yournal of Commerce and Commercial 
for March 18, 1943. 
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nected with an equitable distribution of 
such merchandise can never be solved. 

A rapidly growing population in an 
industrial area that is experiencing a 
boom as a result of government con- 
tracts must be adequately served. Per- 
haps the opening of new stores in such a 
community may be justified. Some con- 
trol should be exercised, however, or a 
situation will soon develop in which 
there will be so many retailers that none 
can make a profit. 

In Canada, the Wartime Prices and 
Trade Board is responsible for seeing 
that available supplies of consumers’ 
goods are equitably distributed. Thus 
far, the Board has depended upon volun- 
tary cooperation. Under date of October 
13, 1942, the Board issued a statement 
of policy concerning the allocation of 
scarce goods. Among other things, it pro- 
vides that the supplier must distribute 
his limited supplies among his customers 
in proportion to their 1941 purchases 
from him. A supplier of scarce merchan- 
dise is prevented from taking on new 
accounts unless he is directed to do so by 
the Administrator. Provision is made, 
however, for the adjustment of quotas 
to take care of unusual situations, such 
as population increases or decreases in 
the communities served, and suppliers 
are advised to set aside some small per- 
centage of the total goods available to 
be retained as a reserve against which 
to draw when they are authorized by 
the Administrator to increase quotas in 
particular areas. An order issued Novem- 
ber 2, 1942, provides that without per- 
mission of the Board no new retail or 
wholesale businesses may be _ estab- 
lished, and existing retailers and whole- 
salers can neither add new types of 
merchandise to their stocks nor increase 
the size of their stores or warehouses. 

The problem of by-passing the estab- 
lished distributors by manufacturers 


does not, at present, appear to be serious 
in any of the lines studied. In these days 
of labor shortages and transportation 
difficulties, manufacturers in general 
seem to be more dependent upon whole- 
salers than ever before. 


CoNCLUSION 


In conclusion, it should be pointed out 
that the majority of the retailers who 
were interviewed felt that the wholesalers 
and manufacturers with whom they dealt 
were trying to allocate scarce goods on 
an equitable basis. In most cases, how- 
ever, details of the methods followed 
were not known. Statements from sup- 
pliers explaining in full the allocation 
plans that they are using would be helpful. 

In general, not many wholesalers or 
manufacturers have taken on new ac- 
counts in recent months. On the other 
hand, relatively few cases were reported 
in which old customers had been dropped. 
With a few exceptions, distributors ap- 
pear to be aware of their obligations to 
their old customers, but they feel under 
no obligation to accept accounts aban- 
doned by other suppliers. The most 
pressing problem at present is that of 
servicing these retailers whose source of 
supply of certain scarce goods has been 
cut off. Distributors should, through 
voluntary cooperative action, make ar- 
rangements to care for these hardship 
cases. It remains to be seen whether or 
not they will be able, on a strictly volun- 
tary basis, to provide equitable distribu- 
tion of scarce commodities to all sections 
of the country and to all buyers. If not, 
some form of governmental control may 
be necessary to insure that both rapidly 
growing industrial towns and isolated 
communities receive their fair share of 
the limited supplies, and machinery may 
have to be set up to handle hardship 
cases and assure equitable distribution 
to all retailers. 














THE IMPACT OF THE WAR ON PACIFIC 
COAST PAPER DISTRIBUTORS 


DAVID E. FAVILLE 
Graduate School of Business, Stanford University 


Eprror’s Note: Professor Faville writes concerning 
the increased demand for paper and paper products, the 
essentiality of the distributor in marketing these prod- 
ucts, and certain problems faced by the distributors. 


N THESE times of war borne change in 
| economic structure and a ques- 
tioning attitude as to the essentiality of 
the various functions in our distributive 
system, the wholesale distributor some- 
times hears his function spoken of as 
superfluous. This discussion concerns it- 
self with the wholesale paper trade on 
the Pacific Coast, and endeavors to 
show by illustrations drawn from one 
particular industry how vital the dis- 
tributor can be, how essential is his part 
in the war effort, and how great are his 
wartime sacrifices. 


DEMAND FOR PAPER AND 
Paper Propucts 


INCREASED 


Pacific Coast paper and paper products 
distributors occupy a key position in 
supplying the armed forces, govern- 
mental agencies, war production plants, 
public utility companies, agriculturalists, 
food processors, restaurants, hotels, and 
the civilian population with sanitary 
supplies, packaging materials, and record 
papers of all sorts. Paper, obviously es- 
sential in its many forms in peacetime, 
has assumed an increasingly accelerated 
importance under war conditions. There 
have been greater demands for paper in 
the field of industrial and agricultural 
packaging due to increased output and 
greater needs for protection in export 
shipment and for stock piling. Paper 
cups and plates have been in wide de- 
mand for mass feeding in war enterprises 
and there has been greater use of sanitary 


supplies, such as paper towels, seat 
covers, etc., in industrial establishments. 
Women who have taken up war work 
have made greater use of paper in mini- 
mizing home cooking and cleaning tasks. 
Fewer retail store deliveries and the in- 
crease in number of packages carried 
home have stimulated the use of more 
paper and paper board for package 
wrapping. 

Not only has there been increased con- 
sumption of paper in its ordinary uses 
but paper has had to substitute for 
critical materials needed in the manu- 
facture of implements of war. Paper re- 
placements of metal have extended to 
containers of all sizes and descriptions, 
replacing tin in the canning of dry and 
semi-dry but perishable foods, paints, 
putty oils, etc.; to impregnated paper 
board containers, and to treated papers 
replacing foils in the protection of to- 
bacco, candy, gum, and such semi- 
perishables as dried fruits, cheese, and 
chocolate. Paperboard has replaced metal 
household, office and industrial equip- 
ment for waste baskets, filing cabinets, 
and wall fixtures. In the face of a grow- 
ing manpower shortage and the slowing 
down of laundry service, papers have 
replaced linens in many restaurants, 
hotels and plants where the demand for 
paper towels, napkins, table covers and 
the like has been unprecedented. Paper 
also has had to replace fibers no longer 
obtainable by import. Multiwall heavy 
duty paper bags are substituting for 
burlap and cotton bags in the bulk pack- 
aging of such field crops as grains, onions 
and potatoes. Fertilizers, livestock and 
poultry feeds, and chemicals are increas- 
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ingly finding their way into paper wrap- 
pings. Paper pulp pads are replacing 
peat moss pads in the shipment of such 
fresh vegetables as asparagus and lettuce. 

In the direct war uses of paper, paper- 
board and converted-to-paper products, 
there have been tremendous purchases 
of printing papers by the armed forces, 
governmental agencies, war industries 
and for lend-lease. While the volume of 
purchases of printing papers for ad- 
vertising and amusement purposes has 
sharply decreased, total demand for 
these papers has not decreased because 
of the great volume of essential transac- 
tions, war propaganda and rationing 
data. There also have been great de- 
mands for paper in such little known or 
thought of uses as metal interleaving, 
pulps for moulds, masking papers and 


tapes, pulp for plastics, and for blue 
prints. 


EssENTIALITY OF PapeR DIsTRIBUTOR 


While it may be seen from the fore- 
going examples of paper usage that paper 
plays an important role in Pacific Coast 
industry, the question may still be raised 
as to why the paper distributor is es- 
sential. The answer is that a considerable 
tonnage of the paper and paper products 
which are daily required by Pacific Coast 
buyers are manufactured at great dis- 
tances away—in the Middle West or on 
the Atlantic Coast. Even in the Pacific 
Northwest, where some of the so called 
“coarse” paper is manufactured, mills 
must ship from 1,000 to 1,500 miles to 
reach their markets. A single buyer’s 
order is commonly assembled from multi- 
ple widely scattered sources, and it is far 
cheaper and more convenient to buy 
through a distributor than direct. As a 
typical example, a recent order for a 
Pacific Coast army camp called for bond 
paper from Kalamazoo, Michigan; wrap- 
ping paper and sulphate from St. Helens, 


Oregon; gummed paper tape from San 
Francisco, California; index bristol paper 
of one type from Holyoke, Massachu- 
setts; and of another type from Leomins- 
ter, Massachusetts; check board from 
Indianapolis, Indiana; sulphite bond 
from Appleton, Wisconsin; and envelopes 
from Springfield, Massachusetts. With 
ninety per cent of the sources of paper 
manufacturing lying East of the Rocky 
Mountains, mills lean heavily on their 
wholesale outlets on the Coast. Without 
these distributors, paper users not only 
would have to buy from many widely 
scattered sources of supply, but they 
would probably be compelled to buy in 
mill package units of several hundred 
pounds. With the difficulty of anticipat- 
ing requirements and awaiting shipments 
from distant points, buyers would be 
continually overstocked on some items 
and understocked on others. The paper 
distributor stands between the buyers 
on one hand and the manufacturers on 
the other, maintaining an even flow of 
merchandise with minimum dangers of 
shortage, surplus and dislocation. 

Analysis of the current orders of Coast 
wholesale houses shows over go per cent 
of the volume of business going into es- 
sential uses. An interruption of the flow 
of paper and paper products through 
these established channels would bring 
chaos. Food would rot in the fields and 
drying sheds, at shipping depots and in 
the hands of processors, for want of con- 
tainers and processing materials; war 
plants would suffer for lack of sanitary 
supplies and mass feeding materials; on 
every hand offices, warehouses and fac- 
tories would have to suspend operations 
while waiting for proper supplies. 

At times in the past few months cer- 
tain of these conditions have come peril- 
ously close, but have been saved from 
actual happening by distributors’ stocks. 
Many Eastern mills with prewar low 
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cost water transportation cut off, and 
confronted with prohibitive price ceilings 
on long distance shipments, have stopped 
shipping to the Coast, or have shipped 
just enough to keep their brand names 
alive. This drying up of Eastern sources 
of supply has been coincident with an 
estimated fifteen per cent increase in 
civilian population and a greatly aug- 
mented military population drawing on 
local sources of supply. As a result, the 
wholesaler has had a scramble to meet 
the demand. 

The handling of paper calls for a high 
degree of technical knowledge and skill 
even in the lesser jobs. Not only execu- 
tives, but office employees, salesmen and 
warehouse men, must have familiarity 
with a complicated nomenclature. As a 
result, the siphoning off of skilled paper 
personnel from these houses to the ex- 
panding war industries on the Coast has 
created a serious manpower shortage. 
Training of replacements in the great 
majority of jobs cannot be accomplished 
in a short time, and while the principal 
firms have maintained their staffs fairly 
well, they have handled increased vol- 
ume only by eliminating many prewar 
functions. Among the services curtailed 
by the various houses are: 


1. Elimination of sample service to cus- 
tomers. 

2. Elimination of laboratory service for 
setting standards and testing paper 
qualities. 

3. Elimination of all special deliveries 
and the curtailment of regular de- 
liveries in accordance with regulations 
and suggestions of the Office of De- 
fense Transportation. 

4. Elimination of promotional work by 
salesmen. 

5. Consolidation of sales territories to 
bring sales personnel to the mini- 
mum consistent with proper service of 
essential consumers. 


6. Elimination of “Advisory” depart- 
ments, long maintained for the purpose 
of assisting printers and advertisers. 

7. Reduction of broken package sales. 

8. Bulk wrapping in place of unit wrap- 
ping. 

g. Restriction of assortment privileges. 

10. The setting of minimum orders. 


It is to be noted that complete elimina- 
tion of salesmen for the duration of the 
war has not been practicable because 
the products sold are of such technical 
nature that buyers are dependent upon 
salesmen for knowledge of products and 
uses, and cannot themselves execute 
orders. Under present circumstances, new 
uses or greater uses of paper and paper- 
board as a substitute for other and scarce 
materials make the services of salesmen 
indispensable. New developments in the 
packaging of frozen and dehydrated 
foods on the Pacific Coast, particularly 
for overseas shipment, have been largely 
in the hands of these salesmen. No solu- 
tion of the over-all manpower problem 
is likely to rest in the discontinuance of 
the buying service performed by them 
since the equivalent burden of time and 
effort would have to be borne by the 
buyers themselves. Furthermore, dis- 
continuance of solicitation of orders 
would result in a flow of telephone orders 
and correspondence which could not be 
handled by already over-burdened office 
forces. 


SomME ProBLeMs FAcinG PAPER 
DISTRIBUTORS 


It has proven impractical in this in- 
dustry to replace young men with women 
and old men in some jobs, because in 
many departments of the warehouse 
paper is a heavy product to handle. The 


1 The arbitrary setting of minimum orders is difficult 
to work out in that such a practice tends to force a 
customer to buy, for example, $5.00 worth of a par- 
ticular stock when $2.00 worth of that item might be 
sufficient to last him a year or more. 
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trade has already progressed to a high 
degree in employing women and draft- 
exempt men wherever possible. 

Some other economies have been ex- 
plored and rejected as impractical. For 
example, attempts have been made at 
simplified billing procedures, but the 
confusion to customers and the confusion 
in the wholesalers’ offices under pressure 
of war orders and help shortages, have 
caused abandonment of these efforts. 
Similarly, attempts to handle orders by 
mail instead of by telephone or sales- 
men’s calls have not proven feasible be- 
cause purchasers had so little knowledge 
of their requirements that they could 
not properly convey their orders to dis- 
tributors in writing. The necessity for 
recontacting the buyers dissipated the 
savings in time. 

Union restrictions in some areas have 
held back manpower curtailment efforts. 
Thus, one small distributor found he 
could combine his warehouseman and 
truck driver function but the union re- 
strictions would not permit it. 

The trade has been handicapped in 
reducing manpower by rising require- 
ments in the way of governmental re- 
ports, routines, and restrictions, such as 
handling the details of payroll reductions 
for the purchase of war bonds, and the 
Victory Tax; the necessity for securing 
priorities applying to merchandise on 
the critical or limited list; the observance 
of the Office of Price Administration, 
the Office of Defense Transportation, 
and the War Production Board regula- 
tions; special government reports, and 
the necessity for meeting with draft 
boards in an effort to save irreplaceable 
key personnel from induction into the 
Service. 

The smaller factors in the industry 
have had personnel losses in 1943 over 


1942 ranging typically from 10 to 30 per 
cent. The larger factors, while able to 
maintain their staffs numerically better, 
have felt especially the turnover of help, 
and of having to carry the burden of the 
trade in large war industry orders and 
sudden calls for service by the armed 
forces. 

In one large house, the management 
has reduced its sales and merchandising 
staff by 20 per cent, but because of labor 
turnover and resulting inefficiency, the 
firm has had to increase the number of 
its employees in purchasing, office, and 
operating departments. In this same 
house, labor turnover, normally once in 
every eight years, has increased to once 
in less than two years and the turnover 
rate continues to accelerate so rapidly 
that trainees are attracted to other jobs 
before their training is complete. 

Throughout 1942 and 1943 to date 
Pacific Coast distributors have handled 
a volume of business from 20 per cent to 
50 per cent greater than in 1941 and have 
done so without material increases in 
personnel. This they have accomplished 
through well considered recruitment and 
training programs and by eliminating 
the services already mentioned. It is ap- 
parent, however, that loss of key person- 
nel to the armed services and increasing 
turnover of labor due to the pull of war 
industries, has brought them to the point 
where further progress is extremely dif- 
ficult if not impossible. 

As one paper distributor has expressed 
it: ‘We have weathered the storms of 
three of the nation’s wars, in addition to 
depressions, earthquakes and fires. This 
fourth war in which we are now engaged 
promises to be a greater threat to our 
existence than any of the other occur- 
rences—yet we have never performed a 
more essential function.” 














GASOLINE RATIONING POLICY AND PRACTICE 
IN CANADA AND THE UNITED STATES 


MILTON 


Eprror’s Note: Mr. Derber wrote this article while 
on the staff of the Gasoline Rationing Branch, Office of 
Price Administration. He confines his attention to de- 
scribing policies and practices in the two countries, rather 
than attempting a detailed appraisal of results. 


HE FIRST effort to control gasoline 
‘Tan in Canada began in August 
1940 when the erection of new gasoline 
stations was prohibited. In the summer 
of 1941 Sunday sales of gasoline were 
forbidden and even weekday hours were 
limited to the period 7 A.M. to 7 P.M. 
A quota system was also placed upon 
dealers but this proved unsatisfactory 
and was abandoned within a few months. 
Faced with a steadily shrinking gasoline 
supply despite these efforts, Canada 
finally introduced on April 1, 1942,! a 
rationing program at the consumer level 
—a month and a half before rationing 
was started in the Eastern part of the 
United States. This program, which was 
considerably simplified on April 1, 1943, 
is still in operation. 

The Canadian approach to gasoline 
rationing has certain elements of simi- 
larity to the American. Drivers are is- 
sued coupons which must be transferred 
to dealers when gasoline is purchased. 
Various sized rations are issued to drivers 
in different occupational categories to 
assure sufficient gasoline for the most 
essential war production and com- 
munity services. Non-occupational driv- 
ing is held to a minimum. 

In general, however, the differences 
between the two systems outweigh their 
surface likenesses. These differences re- 
late to the fundamental purposes of 


1 The program was actually announced November 
194I. 


DERBER 


rationing, the major details of the pro- 
grams, and to administration. 

In Canada gasoline is rationed to con- 
serve gasoline and thereby protect neces- 
sary transportation. Canada is an oil- 
importing country. Except for a rela- 
tively small supply of crude produced in 
one of its Western provinces, it relies 
upon the United States for its oil. When 
tanker facilities were diverted or de- 
stroyed by submarine warfare, the limi- 
tations of American railroad and pipe- 
line capacity meant for Canada, as it did 
for the Eastern American states, a gaso- 
line shortage. Rubber is, of course, a 
critical shortage material in Canada and 
tires are rationed. But because of the 
severity of the gasoline situation, the 
problem of curtailing mileage to con- 
serve rubber was automatically taken 
care of, just as it has been on the East 
Coast of the United States. This pro- 
vides a basic contrast with the nation- 
wide mileage rationing program of the 
United States under which until re- 
cently gasoline has been rationed prin- 
cipally not to save gasoline (except on 
the East Coast) but to save rubber. It 
explains to a considerable extent why 
the rationing program has been accepted 
so much more readily in Canada than in 
the United States and why restrictions 
on driving in Canada are much more 
severe than in the United States, with 
the exception of the East Coast. 


ADMINISTRATION 


In Canada, gasoline rationing is the 
responsibility of the Oil Controller who 
is a member of the War-time Industries 
Control Board within the Department 
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of Munitions and Supply. Gasoline li- 
censes and the basic ration books are 
distributed by local Provincial Issuers 
of Motor Vehicle Licenses who receive a 
15¢ per license commission. A license fee 
of $1 is charged all drivers. However, the 
chief administrative functions of the 
program are carried on through 12 re- 
gional control offices which review and 
approve all applications for supplemen- 
tal or special rations. Most of the contact 
with the public is through the mails. 
Thus the Canadian program is adminis- 
tered mainly by full-time, paid, govern- 
ment employees. The advantage of this 
approach is that it makes possible effi- 
cient, professional administration and 
uniformity of rule. Its chief disadvantage 
is that the alleged needs of applicants 
must be accepted largely at their face 
value. 

In the United States responsibility for 
policy formulation and administration of 
gasoline rationing lies with the federally- 
staffed Gasoline Rationing Branch of 
the Office of Price Administration and 
the OPA regional and district offices. 
But the actual review, approval and dis- 
tribution of rations is carried out by the 
local War Price and Rationing Boards, 
each of which is composed of volunteer 
board members assisted, in practically all 
instances, by a few paid clerks and part- 
time volunteers. 

This system of “rationing by neigh- 
bors,” a replica of the Selective Service 
Board technique, was adopted in part 
for reasons of expediency and in part for 
its inherent advantages. Whereas Canada 
has approximately 1} million passenger 
cars and 330,000 commercial vehicles, 
the United States has over 27 million 
passenger cars and over § million com- 
mercial vehicles. To set up federally 
paid and operated local boards to carry 
such an enormous burden would have 
entailed a budgeting appropriation far in 


excess of what Congress was willing to 
approve. Moreover, the “‘board of neigh- 
bors” idea facilitated the recuitment of 
many prominent and highly capable 
citizens who would have otherwise been 
unobtainable. This resulted in both se- 
curing community acceptance for ration- 
ing and in providing a very capable 
rationing board. Neighbors, it was also 
presumed, would be more likely to under- 
stand the driving needs of applicants 
and to forestall misstatements—a pre- 
sumption of considerable validity in 
rural and small town areas but less so in 
urban areas. On the other hand, serious 
disadvantages were incurred—lack of 
uniformity in administration, weak con- 
trol at the crucial level of operation, and 
amateur management. 

Within recent months both Canada 
and the United States have introduced 
for industrial workers a technique which 
attempts to eliminate certain adminis- 
trative weaknesses in both programs. 
The Wartime Industrial Transit Plan in 
Canada and the plant area board or 
panel systems in the United States, as 
they are designated, will be discussed 
later in some detail. Briefly, they at- 
tempt to place more responsibility for 
gasoline rationing and car-sharing of in- 
dustrial workers on responsible plant 
agents and boards who should be in the 
best possible position to determine the 
actual needs of the drivers. 


THE Basic Ration 


In both Canada and the United States 
rationing is designed to keep cars on the 
road, not to force them into storage or 
on the scrap heap. Every car, regardless 
of its use, is eligible for some gasoline. 

Originally Canada had 6 categories of 
rations. The lowest was an “A” book 
worth 60 coupons or units per year. This 
book was designed only for persons who 
did not fall into any of the special occu- 
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pational categories requiring more gaso- 
line. It covered drivers who had no 
occupational use for their cars as well as 
most of those who merely drove to and 
from an office or store. The value of the 
“A” coupon was at first 5 Imperial gal- 
longs (an Imperial gallon equals 1.2 
United States gallons) so that the ration 
was worth 5,400 miles per year (on the 
presumption that a car averages 18 miles 
per Imperial gallon or 15 miles per 
United States gallon). Between April 
and October, 1942, the coupon value was 
changed several times in various Prov- 
inces, finally being stabilized everywhere 
at 3 gallons. In late September a new 
category was established—the “AA” 
which was worth 16 units for the 6 
months period between October 1942 
and April 1, 1943. On an annual basis 
this meant an allowance of 1,728 miles— 
a very substantial reduction from the 
“A”’ book. 

On April 1, 1943, the beginning of the 
second year of rationing, Canada changed 
its approach. It adopted the American 
technique of distributing a basic ration, 
the ““AA”’ book, to every driver. Drivers 
in special occupational categories were 
eligible for supplemental rations over 
and above the basic book. The “AA” 
book was also increased in size to 40 
coupons or 2,160 miles per annum, ex- 
actly the size of the basic book prevailing 
on the United States East Coast prior 
to March 22, 1943. It was not expected 
that this increase in value would increase 
total gasoline consumption since it was 
expected to be offset by eliminating 
many drivers from the supplemental 
categories. It was feared that a smaller 
value would drive too many cars off the 
road. The Canadian basic book is a 
general all-purpose book to be used by 
the driver as he sees fit. Since supple- 
mental rations are generally well below 
normal requirements, the driver in a 


special category has the choice of using 
his “AA” ration largely for business 
reasons or reducing his business driving. 
More than two-thirds of Canadian pas- 
senger cars are limited to the “AA” cate- 
gory entirely. 

The United States has three basic 
books, one for the 17 East Coast states, 
plus the District of Columbia, one for 
the Middle and Southwestern States, 
and one for the far west. The original 
basic “A” book, which is still in effect in 
10 far western states has 48 coupons 
worth 4 gallons each. The mileage value 
is 240 per month or 2,880 per year. This 
is of course considerably greater than 
the Canadian “AA,” but it is not at all 
comparable. The reason is that the “A”’ 
ration is intended to provide two allow- 
ances—five-eighths of the total is in- 
tended for occupational driving and 
three-eighths for family necessity or 
personal driving. Thus go miles per 
month or 1,080 per year is for non-occu- 
pational driving, whereas 150 miles per 
month or 1,800 per year is for occupa- 
tional driving. If a driver requires more 
than 150 miles per month for occupa- 
tional driving, he may obtain asupple- 
mental ration (either “B” or “C,” 
depending on his mileage and his occu- 
pation); but the 150 miles in his “A” 
book is taken into account. If he has 
little or no occupational driving, he is 
still entitled to the full “A” book and 
thus gets a bonus. The reason for this 
procedure was that most American cars 
have some occupational use, and it was 
felt that giving the bonus to some cars 
was more than compensated for by eas- 
ing the load on the local boards. The “A” 
books require no “tailoring” to the in- 
dividual’s needs by the boards. Supple- 
mental rations, on the other hand, re- 
quire careful board review of every ap- 
plication and frequent renewals. 

In the Eastern area, the gasoline 
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shortage made it necessary to reduce and 
later to eliminate the “A” book bonus. 
In November 1942, the value of the 
“A” ration was reduced to 180 miles per 
month by cutting the coupon value to 3 
gallons and permitting drivers to get an 
occupational mileage adjustment in their 
“B” and “C” books. A ban on pleasure 
driving operated indirectly to reduce the 
“A” book bonus further. When the first 
pleasure ban was lifted on March 22, 
1943, the ““A”’ ration was reduced to go 
miles per month, thus eliminating all 
occupational mileage. In other words, 
the Eastern “A” book became a com- 
pletely non-occupational ration to be 
used by the driver for personal and 
family reasons. Its value on an annual 
basis became 1,080 miles. 

In the Middle and Southwestern states 
the “A” coupon was reduced to a 3 gal- 
lon value on August 16, 1943, thus giv- 
ing the “A” book holder 2,160 miles per 
year. 


THE SUPPLEMENTAL RATION 


The supplemental ration picture is 
also quite different in Canada than the 
United States. In Canada the average 
employee of an office or store is ex- 
pected to get to work on his “AA”’ ra- 
tion. Supplemental or, as they are now 
called, special rations, are limited chiefly 
to employees of industrial plants, em- 
ployees of flying schools under the Brit- 
ish Commonwealth Air Training Plan, 
and people who must drive in the course 
of work rather than merely to and from 
work. People in the first two categories 
must use alternative means of transpor- 
tation if possible. 

During the first year of its program 
Canada had 6 special categories, for each 
of which there was a special type ration 
book good for one year. Most of the cars 
in a given category received the same 
mileage allowance. Under the simplified 


program of April 1, 1943, however, the 
number of categories was reduced to 5, 
and cars within a category were “‘tai- 
lored.”’ For example, bank inspectors are 
limited to category A, but mileage al- 
lotted to different inspectors varies with- 
in that category depending upon demon- 
strated individual need. Only one special 
book containing a maximum of 60 cou- 
pons is now used. Category “A” is 
eligible for all or part of 1 special book, 
Category “B” up to 2 full books, Cate- 
gory ““C”’ up to 3, Category “D” up to 4, 
and Category “E” up to § or more. 
Drivers in categories beyond “A”’ get 
only 1 book at a time and must turn in 
the cover of a used book before receiving 
another. In terms of annual mileage each 
book is worth 3,240 miles. To this, of 
course, should be added the 2,160 miles 
available in the ““AA” book. 

There is no clear-cut policy as to how 
much of the “AA” mileage should be 
counted as occupational in computing 
mileage within a category. One holder of 

n “A” may be permitted only 1,000 
miles, whereas another may be allowed 
3,000. It is left to the discretion of the 
regional rationing office to decide where 
to draw the line. 

In the United States, there are only 2 
supplemental categories, “B’’ and “‘C.” 
Rations are closely tailored in an at- 
tempt to give the driver exactly what he 
needs. However, with two exceptions, 
only certain essential or preferred occu- 
pations may receive mileage in excess of 
the “B” ceiling. The first — 
which took effect in February 1943, | 
that non-preferred drivers may iain 
mileage in excess of the “B” ceiling for 
home-to-work driving provided the need 
could be established to the satisfaction 
of the OPA district director. The second 
exception, effective May 1, 1943, is that 
in the “non-shortage” area people who 
drive in the course of work may receive 
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up to a maximum of 720 miles per month 
even though the occupation is not in the 
preferred category. 

In the East, where occupational driv- 
ing has been eliminated from the “A” 
book, everyone who can prove his need 
is eligible for a supplemental ration for 
occupational purposes. In the far west 
only drivers with occupational mileage 
needs in excess of 150 miles per month 
are eligible for supplemental rations, 
while in the Middle and Southwestern 
area needs must exceed 60 miles per 
month. Whereas Canadian rations all 
expire on the same day, March 31, 1944, 
American supplemental rations expire 
on different dates. The “B” and “C” 
rations are good for 3 months, except on 
the East coast where the “B” ration is 
valid for four months. 

In general, Canada is more strict than 
the United States in issuance of supple- 
mental rations. The difference is not 
great as far as the Eastern gasoline short- 
age area program is concerned, but it is 
substantial outside of the East. The 
Canadian “‘A” category and the Ameri- 
can “B” for the twelve Northeastern 
states combined with their respective ba- 
sic rations have maximum values of 5,400 
and 4,680 miles per year, respectively. 
The comparable figure for the United 
States in the far West is 6,720 miles. 

The more important difference, how- 
ever, relates to drivers in the so-called 
preferred categories. In the United 
States a driver in a preferred category 
gets what he needs. In Canada a small 
percentage of the most essential drivers, 
such as rural doctors and public utilities 
service, are treated the same way. But 
the great majority of supplemental ra- 
tions, even those recognized as essential, 
have definite ceilings. For example, rural 
teachers are limited to 5,400 miles and 


prospectors for strategic minerals to 
11,880. 


The occupations which are eligible for 
supplemental rations are about the same 
in the two countries. Canada treats a 
few occupations, such as finance com- 
pany collectors and retail delivery by 
passenger car, more liberally than the 
Americans do. On the other hand, the 
United States is more liberal toward 
other occupations. A salesman in 31 
American states (but not in the East) 
may get as much as 9,680 miles per 
year, whereas in Canada he is limited to 
5,400. The American farmer gets as 
much as he needs, whereas in Canada he 
is limited to 8,640 for his passenger car 
if he does not have a truck and 5,400 if 
he has one. American clergymen get all 
the mileage for which they can establish 
need; in Canada they are limited to 
5,400 miles per year in the cities and 
11,880 miles in rural areas. About 20 per 
cent of American cars fall into the “C”’ 
category. The equivalent Canadian pro- 
portion of “B’’-““E” cars was in excess of 
this prior to April 1, 1943, but a sub- 
stantial downward revision was expected 
from the changes made effective as of 
that date. 


CaR-SHARING 


Next to the actual limitation of mile- 
age, the greatest potential saving of 
gasoline and rubber is to be found in 
car-sharing. The American regulations re- 
quire that each applicant, before receiv- 
ing a supplemental ration, must satisfy 
his local board either (1) that he is regu- 
larly carrying 3 or more passengers to and 
from work (exchange of cars being per- 
mitted), or (2) that it is not possible for 
him for bona fide reasons (such as irregu- 
lar hours) to carry 3 or more passengers 
and no adequate alternative means of 
transportation is available. All plants of 
a hundred or more employees engaged in 
public utility, agricultural, extractive, 
industrial, or military work must estab- 
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lish transportation committees whose 
duty it is tocertify to the local boards all 
requests of employees for supplemental 
rations. In a few large plants, OPA has 
approved the establishment of local 
boards at the plant site, thus saving time 
and effort for the workers. This plan, 
however, has the danger that the boards 
may be over-generous because of their 
close relationship to the plant. 

For drivers not covered by the organ- 
ized transportation committee and plant 
area systems, plans are being made by 
OPA and OCD to establish block com- 
mittees to encourage and facilitate group 
riding. To date, only limited success has 
been achieved (mostly in industrial es- 
tablishments) from the ride-sharing pro- 
gram but an intensive campaign is under 
way to further it. 

In Canada applicants for supple- 
mental ration are not generally required 
to share cars. In November, 1942, how- 
ever, the Oil Controller in co-operation 
with the Transit Controller (who regu- 
lates transportation by street car, bus 
and taxis) and the Rubber Controller 
(who rations tires) instituted The War- 
time Industrial Transit Plan to further 
group-riding. The WITP provides that 
plants approved by the Transit Con- 
troller may appoint a Plant Transit Of- 
ficer whose duty it is to select a sufficient 
number of employees as drivers to trans- 
port fellow employees to and from work. 
Each driver for whom public transpor- 
tation is not available or adequate re- 
ceives a monthly ration for as much gas- 
oline as he needs, as well as permits for 
the necessary tires and tubes. Cars are 
required to be loaded to capacity when- 
ever possible. Car-owners who are not 
designated as drivers may receive only a 
basic ““AA”’ ration for their cars. Several 
hundred plants have already been en- 
rolled under the WITP, and the plan is 
spreading. 


FURTHER AND SPECIAL RATIONS 


During the first year, Canada gave 
more gasoline to high horsepower cars 
than to the smaller models on the theory 
that the larger car required more gaso- 
line than the others to obtain the same 
mileage. All models were divided into 
three groups—those with maximum 
brake horsepower under go, those with 
maximum brake horsepower between go 
and 120, and those with maximum brake 
horsepower over 120. Rations were then 
based upon the assumption that the 3 
groups average 18, 16 and 14 miles per 
Imperial gallon, respectively.? 

It is, of course, true that high horse- 
power cars require more gasoline than 
low horsepower models when other 
things are equal. But gallon mileage is 
determined by many other factors, such 
as car weight, car age, climate, topogra- 
phy, traffic density, road surfaces, speed, 
method of driving, and care of car. The 
personal factor is particularly important 
and may well outweigh the others. 

As a result, Canada found that the 
horsepower system was not worth the 
trouble. It required three times as many 
types of ration books as otherwise would 
be necessary and greatly complicated the 
problem of distribution and accounting. 
On April 1, 1943 one of the important 
changes was the elimination of this sys- 
tem. Under the new program all cars 
are presumed to average 18 miles per 
Imperial gallon or 15 miles per American 
gallon. 

If a Canadian driver in an essential 
category uses up his ration before the 
end of its annual term because his car 
failed to average 18 miles per Imperial 
gallon or for other valid reasons, he may 
apply for a further ration; but he must 
have good proof that factors beyond his 
control were responsible for the shortage. 


* The mileage would correspond to 15, 134 and 114 
per American gallon, 
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Most drivers will not normally be 
granted any gasoline beyond their orig- 
inal allotment except for a change of oc- 
cupation. The basic “‘AA”’ ration is ex- 
pected to take care of all personal driv- 
ing, including emergencies. 

In the United States, as now in Cana- 
da, all cars are presumed to average 15 
miles per gallon. If a driver with a “C” 
ration runs out of gasoline prior to the 
expiration of his ration because he can 
not average 15 miles per gallon and if 
he can demonstrate that his car is in 
sound mechanical condition and has been 
properly operated, he may receive a “‘fur- 
ther” ration. Chiefly for administrative 
reasons and to lessen the load of the 
local boards “A” and “B” drivers are not 
eligible for a further ration on this 
ground. “Further” rations may, how- 
ever, be granted to all “B,” as well as to 
“C” drivers, where the applicant has run 
out of gasoline because of a change in 
occupation or location of business or resi- 
dence, seasonal variation in amount of 
occupational mileage needed, or miscal- 
culation of needs. 

The further ration applies only to oc- 
cupational mileage. The United States 
program also provides “‘special”’ rations 
(not to be confused with the Canadian 
special or supplemental ration) for non- 
occupational reasons, if the basic ration 
has been exhausted or is inadequate. 
These reasons are spelled out in detail in 
the regulations and include the need to 
obtain medical attention or secure food, 
to transport personnel and equipment on 
a scientific expedition and to carry per- 
sons to the polls to vote. The American 
program appears to be less severe than 
the Canadian regarding the issuances of 
rations beyond the original allotment. 


GASOLINE FOR Non-RESIDENTS 


Canada and the United States are now 
On a reciprocal basis as far as gasoline 


rations for non-residents entering the 
country on business are concerned. The 
American on business in Canada re- 
ceives as much gasoline as he needs to 
cover any trip in connection with the 
war effort. If his business is not essential 
to the war effort he gets the same amount 
of gasoline as a Canadian in the same 
business. The Canadian in the United 
States on business is treated as if he 
were an American. 

However, visitors entering solely for 
pleasure are treated differently. Canada 
is too conscious of its gasoline shortage 
to expend much gasoline on pleasure 
driving. The American tourist may ob- 
tain from the customs office a special 
tourist ration which is good for 12 Im- 
perial gallons or 216 miles. Unused cou- 
pons must be turned in before leaving 
the country. Only one ration book is 
given a tourist during any one year, re- 
gardless of the number of times he enters 
the country. This is enforced by notation 
on the driver’s license. 

The Canadian pleasure visitor to the 
United States has been receiving an “A”’ 
ration book worth 240 miles a month 
(in the East go, after March 22, 1943, 
and in the Middle and Southwest 180, 
after August 16, 1943). Because of Ca- 
nadian restrictions on the amount of 
money which a Canadian may take out 
of his country, little gasoline is in fact 
consumed by Canadian visitors. 


Non-Hicuway GASOLINE 


The foregoing pages have dealt ex- 
clusively with rationing of gasoline for 
passenger cars. Rationing to date has 
had less effect upon gasoline for com- 
mercial vehicles and for non-highway 
uses such as tractors and motor boats. 
We shall deal with these only briefly. 

In Canada gasoline for non-highway 
uses such as tractors and other farm 
machinery (but excluding motor boats) 
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is not rationed. Instead the gasoline is 
“marked” or colored by the bulk station 
operators and its use in motor vehicles 
is forbidden. While there is some diffi- 
culty of enforcement, Canada has been 
content to maintain the system. In the 
United States gasoline for non-highway 
purposes is rationed; but the applicant 
is allotted all the gasoline that he needs. 
In both countries gasoline for motor 
boats is included under the rationing pro- 
gram but limitation is placed only on 
non-commercial boats. 


CoMMERCIAL VEHICLES 


During the first year of rationing, 
Canada made no attempt to limit the 
gasoline allowance of commercial vehi- 
cles except for taxi-cabs which in No- 
vember, 1942, were given a quota of 750 
gallons for the five months of November, 
1942, to March 1943. The use of cou- 
pons was, however, required for all com- 
mercial vehicles. In April, 1943, the ap- 
proach was radically changed. According 
to a press release of the Department of 
Munitions and Supply dated February 
II, 1943, only essential commercial ve- 
hicles such as fire apparatus, public 
utility trucks and logging trucks would 
be allowed gasoline on the old basis. 
“Bread, milk, coal and other retail de- 
livery trucks will be limited to a ration 
not exceeding 248 to 748 units per year, 
depending on the weight of the empty 
vehicles. Ambulances, buses, taxis and 
drive-yourself cars will be granted only 
enough to drive the mileage authorized 
from time to time by the Transit Con- 
troller. Commercial motorcycles will not 
be permitted in excess of 85 units per 
year, and all other commercial vehicles, 


including moving vans, wholesale deliv- 
ery trucks, and newspaper trucks, will 
receive a maximum of between 584 or 
1,752 units per year, depending on 
weight of the empty vehicle.” 

In the United States prior to nation- 
wide gasoline rationing the ration of 
most commercial vehicles was deter- 
mined by the War Price and Rationing 
Boards, which had instructions to grant 
as much gasoline as was actually neces- 
sary. In practice the applicant got what 
he asked for. When nation-wide ration- 
ing went into effect on December 1, 
1942, the responsibility of determining 
rations for commercial vehicles was 
turned over to the Office of Defense 
Transportation. On the basis of written 
applications ODT issued certificates of 
War Necessity, which the War Price 
and Rationing Boards were instructed 
to honor without question. No ceilings 
appear to have been set by ODT for the 
different classes of vehicles. 


CONCLUSIONS 


The ultimate test of a program is 
whether it achieves the goal for which it 
was set up. The reason for gasoline ra- 
tioning in both Canada and the United 
States was to protect private and public 
transportation and to get workers to work 
and materials to destination by proper 
distribution of the gasoline supply. Thus 
far this objective has been attained, al- 
though not without mistakes. The most 
critical period, however, may lie in the 
year ahead; yet there is no reason to 
doubt that the rationing programs are 
sufficiently flexible to save more if 
necessary. 




















COMPARATIVE RETAIL GROCERY CEILING 
PRICES IN LOS ANGELES 


ROBERT B. PETTENGILL 
University of Southern California 


Eprror’s Note: This article is a further contribution 
to our all too limited knowledge of retail price patterns. 


HE IMPOSITION of price ceilings under 
‘ta general maximum price regula- 
tion gives an unusual opportunity to 
compare competitive retail prices for 
standardized commodities in March, 
1942. One of the best fields in which to 
make such a comparison is that of retail 
groceries in stores of a comparable size 
in a given area. Small, neighborhood 
stores cannot appropriately be included 
since they usually sell on credit and have 
something of a local monopoly based 
upon convenience of location. While the 
“highest price in March” probably did 
not occur on the same day in all stores, 
the relative ceiling prices are neverthe- 
less significant indicators of price policy. 


STORES AND CoMMODITIES INCLUDED 


The present study deals with the 
posted ceiling prices on 206 commodities 
in seven Los Angeles stores. In addition 
to one apparently independent super- 
market the stores covered were operated 
by the two largest food chains in the 
city, by two medium sized chains, and 
by two small chains. The stores were all 
located not more than a mile apart in a 
relatively homogeneous residential area. 
These circumstances reduce the possi- 
bility of discrepancies due to class pric- 
ing in catering to different income 
groups. They also explain why only one 
store was studied from each chain. 

The 206 articles checked were selected 
for their comparability and were dis- 
tributed throughout all the major de- 
partments of the stores. Four articles 


were homogeneous commodities: lard, 
granulated cane sugar, brown sugar, and 
powdered sugar. Ten items in the canned 
vegetables and fruits classification were 
comparable only in that they were the 
“cheapest brands” in each category. The 
remaining 192 articles were branded 
commodities, most of them nationally 
known, where a sure basis of price com- 
parison would be established through 
equality of declared net weight, volume, 
or count. Illustrations would include 
Del Monte #23 cans of Bartlett pears, 
Iris #2 cans of cut stringless beans, 
Campbell’s tomato soup, Maxwell House 
coffee, Ritz crackers, Argo corn starch, 
and Ohio matches. No comparisons were 
made between prices of different brands 
nor between different sizes of the same 
brand. Table I shows the major cate- 
gories of commodities in the sample. 


Tas_e I. DistrisutTion or CommopirTIEs 








In SAMPLE 
Major Classifications pred 

Canned fruits and juices 23 
Canned vegetables 23 
Other canned food (soups, etc.) 19 
Coffee, tea, cocoa 23 
Starch foods (bread, flour, cereals, paste, 

crackers) 39 
Miscellaneous foods (mayonnaise, mustard, 

syrup, baking powder, oil, shortenings, 

lard, oleo) 38 
Soaps (cake and powder, scouring com- 

pounds) 35 
Miscellaneous (matches, starch, toilet tis- 

sues) 6 

Total 206 





Stores varied widely in the number of 
these 206 articles which they stocked in 
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August, 1942. Interestingly enough, the 
smallest assortment of 152 items from 
the list was carried by the store chosen 
from the largest chain, one with more 
than two hundred local stores and hun- 
dreds of others throughout the west. 
This chain makes a policy of running 
many medium-sized stores widely scat- 
tered rather than a few large super- 
markets. The largest number of items, 
195 out of 206, was carried by the second 
largest chain, a local one, specializing in 
super-markets. Almost as many, 192, 
were offered by one of the medium-sized 
chains which also is comprised of super- 
markets. As certain goods become scarce, 
there is an increasing variation in the 
stock from week to week. 


CEILING Price CoMPARISONS 


Comparisons between ceiling prices 
were made in two ways: first, by count- 
ing the number of deviations above and 
below a modal price, and, second, by as- 
certaining the net value excess or deficit. 
This required at the outset the deter- 
mination of a modal price for each com- 
modity. (No article was used unless it 


Tasie II. Numer or DEVIATIONS FROM 











THE Mope 
Articles | Articles 
Store pet Above | Below pon 
rticles | naoge | Mode ove 
A 192 33 17 16 
B 195 34 II 23 
Cc 152 31 7 24 
D 173 51 9 42 
E 188 52 2 50 
F 173 86 II 75 
G 177 107 6 IOI 

















was found in at least three stores.) 
Wherever there was more than one 
mode, the lower was taken, and in a few 
instances a median had to be selected. 
Deviations of ceiling from modal prices 


were then calculated in value terms, plus 
or minus, and the number of these posi- 
tive and negative deviations was also 
tabulated.! Table II compares the ceiling 
prices based on deviations from the 
mode. 

The net value excess or deficit is per- 
haps more significant, particularly when 
compared with the total cost of the arti- 
cles at modal prices. The computation 
of this amount is shown in Table III. 


TaBLe III. AGGreGATE DEVIATIONS FROM 
Mobe 1n Do.iars AND CENTS 


























Net Value 
Excess of 
Number | Total Cost | Total Cost sue 
Store hese Ceiling 
of at Ceiling | at Modal O 
Articles Prices Prices ad 
Modal 
Cost 
A 192 $33.873 | $33.691 $o.182 
B 195 34-133 33-945 0.188 
j 152 25.155 24.885 0.270 
D 173 29.179 28.751 0.428 
E 188 32.788 32.168 0.620 
F 173 31.393 30.346 1.047 
G 177 31.571 30.081 1.490 





Of course no customer would buy all 
the possible articles in the course of a 
given year, but no satisfactory weighting 
technique suggested itself. Hence the 
total cost was computed as though some- 
one were buying one of each. The ceiling 
cost exceeded the modal cost in the final 
summary for every store because the 


1 An alternative method would have been to take the 
lowest price in each case and compute the positive ex- 
cess wherever prices were higher. The seven stores 
could then have been ranked in order of the number 
of cases in which they had prices above the lowest 
price. The modal price, despite its somewhat fictitious 
character, has the advantage of corresponding with the 
idea of a “representative price” akin to the Marshallian 
“representative firm.” Whichever method was chosen, 
it is probable that the stores would be revealed to 
have the same re/ative positions in ceiling price levels. 
The ranking of the last column of Table III would also 
remain the same if the computation had been, “Net 
value excess of total ceiling cost over minimum ceiling 
cost.” 
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modal price chosen was more often be- 
low than above the median price. Statis- 
tically this is an advantage for it permits 
rapid inference from the table. That is, 
in the most economical store the avail- 
able items at ceiling prices would cost 
only 18 cents more than the modal prices 
out of an expenditure of $33.87, whereas 
in the most expensive store, the net ex- 
cess would have been $1.49 on $31.57 
worth of goods.” It should be clear from 
these figures that if current prices are not 


stores on a single day, October 3, 1942. 
Table IV presents the findings for this 
particular Saturday. 

The first thing of interest is the fact 
that four out of the seven stores had 
some current shelf prices in excess of 
ceiling prices. A few instances of this 
type in a given store might be acciden- 
tal or due to a clerical error.’ The larger 
number of items violating the price ceil- 
ing in stores F and G, however, cannot 
be so readily excused in this fashion. 


Tasie IV, Deviations or Actua Prices From Cei.ine Prices, Ocroser 3, 1942 




















Number of Items Deviation in Cents 
Store Net Change 
Up Down Up Down 
A 4 6 $0.053 $0.055 Dn $0.002 
B ° 18 .O .173 Dn -173 
Cc ° 25 0 265 Dn .265 
D ° 8 0 .077 Dn .077 
E 1 II .O10 145 Dn __ .135 
F 7 8 .075 .086 Dn .ol!l 
G 6 14 .057 .127 Dn .o7o 














below ceiling prices, the thrifty cus- 
tomer should patronize store A, B, or C, 
rather than stores F, or G. 


AcTuAL Prices VERSUS 
CEILING PRICES 


In order to determine the degree to 
which actual prices deviate from ceiling 
prices, a complete survey was made to 
determine the existing prices in all seven 


* Another technique would have been to eliminate 
all items which did not occur in every store, thus re- 
ducing the list to 120 or 130 items. This would have 
made it possible to calculate total purchase costs in 
each store as an excess above the constant minimum 
total. It would, however, have meant throwing out 
certain categories completely where there are only two 
or three major brands, with some stores carrying one 
brand and some the other (e.g. corned beef, catsup, 
mustard, spaghetti, etc.). Store C with its smaller in- 
ventory might have been eliminated and only the more 
fully stocked markets compared, but this would have 
meant ignoring the largest chain in the city. Therefore 
it was thought advisable to use the broader though less 
uniform sample presented above. 


These two stores are also those which 
showed the highest ceiling prices at the 
outset. 

Second, the table shows significant 
variations in the number of price cuts 
below the March maxima. Generaliza- 
tions from these data must be made with 
care, however, for on another weekend 
the “Saturday specials” might be more 
numerous in A and D and less numerous 
in B and C. The personal shopping ex- 
perience of the author would lead him to 
conclude that Store B characteristically 
advertises more items at special prices 
than any of the others, while the chain 
owning Store C seems to make a practice 


® The field workers making the survey reported 
much difficulty in getting accurate ceiling prices in some 
stores where the management had not yet complied 
with the law requiring complete lists available for con- 
sumer inspection. Some lists were incomplete and had 
to be supplemented by examination of the “Ceiling 
Price” tags accompanying shelf prices. 
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of encouraging local managers to dis- 
cover and meet the price cuts of nearby 
markets. Taking the data as given, a 
calculation of the net change in cents 
shows an interesting modification of the 
ranking of the stores from the results of 
Table III. Table V shows that the new 
order of cheapness is CBA, not ABC, for 
the first three, but the last four remain 
in the same relative positions. 


TaBLe V. Ranxincs WHEN AcTUAL PRICES 
ARE SUBSTITUTED FOR CEILING PRICES 











Net Excess Net Deviati Net Excess 
of Ceiling - oF of Actual 
Prices Over } on Prices Over| Cheap- 
Store Modal ane f — Modal ness 
Prices Original Prices on | Rank 
Ceilin 
(from Pri g October 3, 
Table IIT) — 1942 
A fo.182 $+0.018 $o.200 3 
B 0.188 —0.173 0.015 2 
Cc 0.270 —0.265 0.005 I 
D 0.428 —0.077 0.351 4 
E 0.620 —0.095 0.525 5 
F 1.047 +0.042 1.089 6 
G 1.490 +0.025 5.$8S 7 

















* Differs from ‘Net change” column of Table IV 
because of inclusion of certain products in which ceiling 
as of October 3, differed from that of March. 


Several stores feature their own brands 
of certain articles at lower prices than 


the standardized goods which comprise 
most of our list. This makes comparison 
difficult, but we have tried to allow for 
this by including ten comparisons be- 
tween “cheapest brands.” Since this sam- 
ple includes only ten items, perfect 
conformity with the larger group is not 
to be expected, but it is significant that 
the three highest price stores in this 
group of cheap brands are the three high- 
est in the standard brands group also. 
The two lowest are also the same in each 


group. 


REASONS FOR Price UNIFORMITY 
AND DIFFERENCES 


As is indicated by Table VI, certain 
groups of commodities were more uni- 
form in price than others. They include 
such articles as bread, salt, soap, mayon- 
naise, canned soups, toilet tissues, and 
crackers. In some cases there was more 
difference between different brands (of 
similar quality‘) in the same store than 
between different stores handling the 
same brand. Least uniform in competi- 
tive price were the less frequently pur- 


‘Judgment based on subjective experience only. 
Objective laboratory tests of quality were obviously 
impossible. 


TaBe VI. Samp_e TABULATION oF CERTAIN UNIFORM Price ComMMODITIES 





























Stores 
Item Size Mode 
A B c D E F G 

Bread 

Wonder \ 1 Ib 

Weber . 9 9 9 9 9 9 9 9 

Langendorf 14 lb. 12 12 12 12 12 12 12 12 

Gordon 1 Ib. 10 10 _ 10 Io — 10 10 

Gordon 14 lb. 12 12 — 12 12 — 12 12 
Salt 

Leslie 

| 1 Ib. 7 7 7 7 7 7 7 7 
Mayonnaise 

Miracle Whip I pt. 26 26 26 26 25 26 26 26 

Kraft I pt. 31 31 31 31 31 31 31 31 

Best Food I pt. 33 33 33 33 33 33 33 33 
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chased items, such as mustard, baking 
powder, pancake flour and cocoa, and 
highly competitive articles, such as cof- 
fee and matches. 

Generalizations as to the cause of price 
uniformity are difficult because certain 
items in a given class may be sold at 
the same price throughout, while others 
differ considerably. Soup X, for in- 
stance, had a ceiling price of 83 cents 
in all seven stores, while Soup Y sold at 
prices ranging from 9} to 10 cents. The 
uniform retail prices of certain brands of 
baby food, crackers, oleomargarine, and 
coconut might be explained in various 
ways: Coincidence, identical markup 
percentages, meeting competitor’s prices, 
or even pressure for resale price main- 
tenance. There was also complete uni- 
formity in the white bread price of sev- 
eral bakers in the different stores. Per- 
haps here the most logical inference 
would be unwillingness to start a price 
war, although Store C has long owned its 
own bakery and sold its own brand for 
less than the “fixed price” for inde- 
pendently produced bread. Store B, 
member of the second-largest chain, has 
recently followed suit. 

The most obvious reason for differ- 
ences in ceiling prices is divergence in the 
general markup policy among the sev- 
eral store, or in specific markups for cer- 
tain goods. Second, there may have been 
differences in dates of inventory accumu- 
lation, with those coming latest in 1942 
giving rise to the highest March prices 
on the inflation trend. Third, the word- 
ing of the law, which gave sellers the 
right to pick the highest price during 
March rather than those of March first, 
favored the stores which followed a 


“high price with frequent sale-price re- 
ductions” policy. Fourth, some of the 
stores may have been dishonest in re- 
porting peak prices of the base month, 
hoping thereby to cover increased cost 
of restocking in the future. Chiseling of 
this type is not proven by any of the 
data gathered, but it is certainly a possi- 
bility in stores that are currently violat- 
ing their own (already high) ceiling 
prices. A further comment along this line 
would be that housewives cannot depend 
alone upon surveys of either ceiling 
prices or actual prices of a given date to 
show which stores are the most econom- 
ical ones to patronize. Differences in 
grocery costs to consumers may also 
come from differences in the honesty and 
cleverness of the checkers at the cash 
registers and in the alertness of the cus- 
tomer in watching them. 

It would be interesting to compare the 
price policies of the different stores with 
their percentage of profit on sales and on 
investment, but the necessary additional 
information is lacking. Casual observa- 
tion suggests that the highest prices pre- 
vail in the stores of a small chain which 
has the least attractive stores, and the 
next to highest prices are found in an- 
other chain which has something of an 
unsavory reputation in the matter of 
wage policies and treatment of help. The 
lowest ceiling prices occur in a recently 
founded chain that seems to be prosper- 
ing and expanding, while the next to the 
lowest are those of a local chain having 
about the finest store buildings in the 
city. The lowest current prices on Octo- 
ber 3, 1942, occurred in a store of one of 
the nation’s largest retail grocery organi- 
zations, clearly a profitable concern. 








A CASE STUDY OF POSTWAR PLANNING 
BY BUSINESS 


RICHARD H. RUSH 
Department of Commerce 


Eprror’s Nore: Following up on Mr. Hoffman's 
discussion of the Committee for Economic Development in 
our last issue, Mr. Rush gives us a picture of the CED in 
action in a specific community. 


A SIGNIFICANT experiment is being 
conducted at Peoria, Illinois. Its 
purpose is to test out the program of the 
Committee for Economic Development. 
The CED is a privately financed, non- 
profit organization, the purpose of which 
is to see that business provides high em- 
ployment and operates at a high level of 
production after the war ends. It was 
organized last year by Paul G. Hoffman, 
President of the Studebaker Corpora- 
tion.! This article will illustrate how the 
program is actually applied to business 
by describing how the CED operates in 
one community. 

The Peoria experiment is a fairly sim- 
ple one, and the reactions are simple. 
Yet both the program and the reac- 
tions have considerable significance for 
the American economy and for the 
American business man. The experiment 
is a test of the willingness and ability of 
Peoria business men to make plans now 
to provide for high employment and 
production after the war. Although in a 
sense, the entire CED program is an 
experiment, the results of which cannot 
be fully determined until the war ends 
and the program has been called upon to 
prove itself, enough of the results are 
available to make a description of the 
Peoria part of the experiment worth- 
while. 


1 Mr. Hoffman described the purpose and organiza- 
tion of the CED in “Planning for Past War Oppor- 
tunity,” JOURNAL OF MARKETING, Vol. VIII, No. 1, 
July, 1943, Pp. 33-40. 
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THE EXPERIMENT STEP BY STEP 


The principal roles in the experiment 
are played by three men: Ralph Budd, 
President of the Chicago, Burlington and 
Quincy Railroad, who is the CED Re- 
gional Chairman for the Seventh Fed- 
eral Reserve District (which includes 
Peoria); Walter Gardner, General Sales 
Manager of Keystone Steel and Wire 
Company of Peoria, who is the Chair- 
man of Peoria’s Committee for Eco- 
nomic Development; and C. Scott 
Fletcher, General Sales Manager of the 
Studebaker Corporation, who is the 
Director of CED’s Field Development 
Division which is concerned with the or- 
ganization of CED committees through- 
out the country. 

Last November the initial move in the 
experiment was made when Mr. Budd 
called a meetirg of some twenty leading 
Peoria industrialists to explain the pro- 
gram of the CED and to ask that Peoria 
be used as a proving ground for the 
soundness of the program. At the meet- 
ing the program was promised enthusi- 
astic support, and Mr. Gardner, a man 
possessing the necessary energy for pre- 
senting a new idea and following it 
through eftectively, was chosen as local 
chairman. 

A month was spent by Mr. Gardner 
securing as his assistants a group of 
prominent Peoria business men who were 
impressed with the idea and who had the 
time and energy to impress other busi- 
ness men in the city with the idea. The 
group finally selected represented com- 
panies employing about four-fifths of 
Peoria’s industrial workers. 
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The Peoria Executive Committee, 
headed by Mr. Gardner, coordinates all 
CED activities in Peoria. Besides Mr. 
Gardner, there are six other members. 
As originally organized, there were three 
sub-committees: the Action Committee, 
the Research Committee, and the Rela- 
tions Committee. 

The Action Committee, composed of 
four members, is headed by Frank L. 
Ross, an executive of the Willamette 
Hyster Company of Peoria, manufac- 
turers of lifting and hauling equipment. 
Its job is to contact top executives in the 
city and to stimulate them to develop 
their postwar thinking and estimating. 
In no way is their thinking guided along 
particular lines. 

The Research Committee, composed 
of four members, is headed by Garrett 
Roelfs, Sales Analysis Expert of the 
Central Illinois Light Company. This 
Committee worked up figures on present 
employment in Peoria and employment 
in past years, aided in deciding exactly 
what companies should be included in 
the experiment, and compiled the report 
on Peoria’s postwar outlook. 

The Relations Committee consists of 
one man: Ted Fleming who is Vice Presi- 
dent and Treasurer of the Fleming Pot- 
ter Company. This Committee seeks to 
avoid friction and promote active co- 
operation between the Peoria Commit- 
tee for Economic Development and other 
business and civic bodies. 

In December, a month after the first 
meeting, a second meeting was held for 
the purpose of formally launching the 
program. Messrs. Budd, Gardner, and 
Fletcher, together with Walter Foy, Re- 
gional Business Consultant of the United 
States Department of Commerce, ad- 
dressed the meeting, which was attended 
by 96 business men. Forty-nine firms in 
the city, employing more than 50 people 
each, were represented. Wholesalers, re- 


tailers and service trades were not in- 
cluded, the theory of the CED being 
that the first step in securing high post- 
war employment must be undertaken by 
manufacturers. 

Each of those attending was given a 
blank to fill in and return as soon as pos- 
sible. This blank, shown in Exhibit I, 
is the essence of the Peoria program. 


Exuisit I. Questionnaire Usep 1n Post- 
War PLaAnninc IN Peoria 


Name of Business 











Address Street, Peoria, Illinois 
Peace-Time Products Manufactured 
1940 1942 Post- 
War 
(Include (If these 
muni- figures 
tions are not 
and war calcu- 
products lated as 
along of 60 
with daysafter 
peace- peace 
time declara- 
prod- tion, 
ucts.) please 
explain.) 


Total Gross sales in 





Total Average Full- 
Time Employees. 
How Many Women 
Included in Above 
Figures.......... 
How Many Employ- 
ees in Each Shift— 
Day Shift........ 
Second eee 




















The significant part of the question- 
naire is the column which calls for a first 
rough estimate of the company’s post- 
war production and employment goal. In 
order to assist individual manufacturers 
in setting a goal for their company, Mr. 
Gardner and his Committee made avail- 
able to them figures prepared by the De- 
partment of Commerce giving an esti- 
mate of the total national labor force 
available after the war, and indicating 
the output of goods and services which 
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this labor force could reasonably be ex- 
pected to produce on the basis of a nor- 
mal work week. 

In brief, it is estimated that in order 
to provide reasonable job opportunities 
for all those who desire to work, produc- 
tion within a few months after the close 
of the war will have to be about 40 per 
cent higher than in 1940. The year 1940 
is used as the base year because in that 
year very few were in the armed services 
and in war plants. Women, old people, 
physically handicapped people, and 
others who preferred not to work in nor- 
mal times had not been drawn into in- 
dustry. It is estimated that employment 
will have to be up 11 per cent from the 
1940 level in order largely to eliminate 
the 9,500,0c0 who were unemployed in 
1940. Each firm could aim at this post- 
war “‘target” figure if it wanted to, but 
it could use any method it chose. 

On January 15 of this year, exactly one 
month from the time of the meeting for- 
mally inaugurating the program, the re- 
port on Peoria’s postwar outlook was 
issued. In 1940 Peoria employed 22,000. 
Today it employs 30,000. After the war 
it estimates that it can employ 29,000 
a figure which, for Peoria, more than 
hits the national “target.” In produc- 
tion, Peoria business men estimate that 
they can attain a production of at least 
the required 40 per cent over 1940 a few 
months after the close of the war. The 
report is based on estimates of 45 indus- 
trial companies employing more than 
97.5 of all those in Peoria industry. 

A survey of 2,500 people engaged in 
the service trades in Peoria, such as 
laundries, city transportation lines and 
theaters, indicates that these trades ex- 
pect to maintain present employment 
after the war ends. 


SIGNIFICANCE OF THE EXPERIMENT 
The Peoria experiment must be con- 


sidered in the light of the objective of 
the Committee for Economic Develop- 
ment: To urge and assist business to 
provide a high level of employment in 
the postwar period. The experiment 
proves two things: 

1. That business men are willing to 
prepare now in order to provide 
jobs after the war, and 

2. That they can make certain rough 
estimates of their postwar produc- 
tion and employment. 

The Peoria experiment launched the 
movement of seeing to it that jobs after 
the war are provided by the main job- 
provider—business. It also served to 
iron out the wrinkles in the CED pro- 
gram as it will be applied elsewhere. 

Immediate doubts can be raised as to 
the accuracy, or even remote accuracy, 
of postwar production and employment 
estimates prepared by each business. But 
the main object of the program is not 
to have business men make accurate 
forecasts of how much they will produce 
and how many they will employ in the 
postwar period, but to urge them to 
make plans now for peacetime produc- 
tion and employment. The more plans 
are made, the more reasonable it is to 
believe that postwar jobs will be avail- 
able to those returning from the armed 
forces and to those getting out of war in- 
dustry. 

The question can legitimately be raised 
as to whether it is not enough to see that 
each company is making postwar plans 
instead of requiring it to make an esti- 
mate which is doubtful in the extreme. 
The actual estimate is an unmistakable 
indicator that the company has actually 
made postwar plans. They may be only 
feeble plans. But in order to make a 
postwar estimate that is worth anything 
a company has to answer many ques- 
tions which are of key importance in 
postwar planning, such as: 
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What products will we manufacture? 

Where are the markets for these, and 
how large may they be? 

Can we get the capital to turn out 
this volume of goods? 

What will the size of each department 
have to be to turn out such a vol- 
ume? 

What will this volume amount to, 
translated into number of em- 
ployees? 

Behind these questions are many 
other questions, which, if thought about 
enough and intelligently answered, indi- 
cate that substantial progress has been 
made in postwar planning, such as what 
new materials may be used, what new 
products may be competitors after the 
war, what marketing channels should be 
used, and how quickly the dies can be 
changed after the last war order has been 
completed. It is the local CED’s job to 
see that each company gets help in out- 
lining the key questions and in answering 
them in an orderly way. 

An idea program of this kind often 
starts off with great enthusiasm and 
ends in apathy. It can capture the imag- 
ination; but interest may lag, particu- 
larly if the war is a long one. In order to 
keep business men continually develop- 
ing their postwar plans and revising their 
estimates in view of new findings and 
changing conditions, they need frequent 
“shots in the arm.” The Committees 
are continually aiding Peoria companies 
in their planning activities. Mr. Gardner 
meets periodically with the various Com- 
mittees. The CED organization in Wash- 
ington sends each cooperating company 
a monthly bulletin outlining new CED 
developments. Case studies, showing 
how other communities and companies 
are laying their postwar plans, are pre- 
pared from time to time by the Washing- 
ton office and widely distributed. 

Now every company in Peoria has a 


postwar organization. One manufactur- 
ing company, for instance, knows ex- 
actly what product it is going to make 
when the shooting stops. It made wash- 
ing machines before the war. Now it is 
making ammunition components. It 
keeps abreast of developments in plas- 
tics, laminated wood, magnesium and 
aluminum that affect its product. 

Another plant, making heavy prod- 
ucts, has decided that when the war ends 
it will start turning out the exact models 
it turned out before the war began. It is 
consequently carefully caring for its 
tools, presses and other equipment, and 
making plans for setting them up again. 

The postwar reconversion job for Pe- 
oria will not be an extremely difficult 
one. It did not have an extremely diffi- 
cult job converting to war. There are 
four Peoria manufacturers employing 
more than 1,000 workers each. The 
Caterpillar Tractor Company and R. G. 
Le Tourneau, Inc., the latter a manufac- 
turer of dirt-moving machinery, found 
their wartime job one of turning out 
most of their peacetime products and a 
few new wartime products. Keystone 
Steel and Wire Company likewise con- 
tinued its peacetime products with some 
modifications. The Hiram Walker dis- 
tillery, by an easy adjustment, turned 
out industrial alcohol instead of liquor. 

This relative ease of reconversion to 
peacetime production is a primary reason 
for selecting Peoria as the first CED test 
community. It was believed best to start 
on a community with postwar problems 
which were not extremely complex. 

The other reasons for selecting Peoria 
were that (1) it is distinctly an industrial 
community, and the CED’s program is 
mainly industrial, (2) there is a good 
variety of industries in Peoria, (3) many 
are national distributors and interested 
in national economic problems, and (4) 
most firms are locally owned and man- 
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aged, a fact which makes cooperation 
with the CED quicker and easier than if 
“home offices” had to be contacted.? 


EVALUATION OF THE CED Procram 


Peoria is an illustration of the way the 
CED is implementing its program in all 
communities in which it has local organ- 
izations. The program is not one of 
planning for business; it is planning dy 
business. And it is planning by business 
in the community in which each business 
is located. 

Planning at the community level is de- 
sirable for the reason that it is con- 
tagious. When one firm in a community 
is making plans for postwar employ- 
ment, neighboring firms can be expected 
to follow suit. Moreover, it is anticipated 
that civic and business bodies, as well as 
labor, will encourage activities of this 
sort. Planning at the community level, 
rather than by industries, also has the 
advantage of being free from the suspi- 
cion of monopolistic activities. 

The Peoria experiment indicates that 
business is willing to plan for its postwar 
future in a very real way. But will this 
planning do what the CED thinks it 
will do? 

The objective of the CED, and the 
procedure for arriving at the objective, 
have the advantage of reaching directly 
the main source of employment—busi- 
ness. The CED does not propose pallia- 
tives for low level employment. It pro- 
poses that business perform its function 
of supplying jobs for those who want 
them after the war ends. No one can 
honestly question this objective, nor 
claim that relief, made work or public 
works projects are better. 

The officials of the CED are the first 
to admit that there is a selfish interest 


2 Since Peoria was organized, more difficult cities 
have been attacked. Local committees have now been 
formed in over 400 communities. By late fall of 1943 
over 1,000 committees should be organized. 


behind the program. If business does not 
provide a high level of employment after 
the war, and if unemployment gets too 
high, the government might take over 
certain segments of industry. The CED 
proposes to forestall such action by 
going directly to the source of jobs and 
seeing that plans are made now to pro- 
vide enough jobs when the war ends. 

The CED program has the further ad- 
vantage that it is a program which recog- 
nizes that our American productive sys- 
tem is still one which depends for its 
effective functioning on individual initi- 
ative. It realizes that individual initia- 
tive is the fuel on which the business 
machine operates, and it tries to increase 
the octane number of that fuel. 

The program has the third advantage 
of going directly to the weak point in 
the transition from war to peace—the 
delay and confusion of reconversion. The 
economic machine is one which to a con- 
siderable extent depends on momentum 
for its smooth functioning. When there 
is a high level of employment and pro- 
duction, the workers buy the product of 
industry, and industry provides the jobs 
and pays out enough money to the 
workers so that they can continue to 
buy and maintain demand. 

When there is a low level of production 
and employment, on the other hand, it is 
extremely difficult to raise it. Industry 
must, for some reason, increase its vol- 
ume and thus pay out more, in order 
that the workers can buy the product it 
turns out. Or the workers must, for some 
reason, increase their purchases through 
saving less, or drawing on their accumu- 
lated savings, and thus get industry to 
increase its volume, its jobs, and thus its 
payrolls. 

In other words, maintaining a high 
level of production and employment is 
far easier than raising it from a low 
level. 
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It is important that not too great an 
interval occur between the cessation of 
war production and the resumption of 
peacetime production, If this interval is 
too long, the demobilized soldiers and 
war workers will have a difficult time in 
finding new jobs in peacetime industry 
immediately. Wartime savings may be- 
come depleted and the backlog of the 
much-discussed “pent-up demand” ex- 
hausted. 

The CED, by urging and assisting in- 
dustry to provide jobs immediately after 
the close of the war, can ease this transi- 
tion and thus aid in maintaining the pro- 
duction and employment level. 

The final great advantage of the CED 
is that its organization is nation-wide in 
scope. Through its local committees it 
directly touches vast numbers of indi- 
vidual business concerns. It is conse- 
quently a real and substantial, and not a 
timid and piece-meal, program. 

On the other hand, it may be claimed 
that there are disadvantages to the pro- 
gram. One is that it can never be more 
than a part of a whole program which 
must be carefully worked out and in- 
tegrated, if jobs for all are to be supplied. 
A tax structure, a regulatory pattern, 
an army demobilization plan, a plan for 
ending price-control, a program for the 
disposition or operation of government- 
owned plants, those and similar elements 
in the economic picture, must all be in- 
tegrated with the same end in view— 
yielding high level postwar employment. 
As yet the government has no thorough- 
going postwar program of which the 
CED program can be a component part. 
Yet an incegrated government program 
for postwar employment must be worked 
out if the postwar economy is to function 
at all effectively. 


Again, it may be claimed that the 
CED program is, in a sense, too short- 
sighted. The CED plan does little to 
forestall any depression but a transition 
depression. Still, two years after the 
close of the last war a severe depression 
occurred. Cyclical depression planning 
may not be within the sphere of the 
CED, but it should definitely be within 
the sphere of some business organization. 

There is a danger that CED’s results 
will be superficial. In many cases it may 
secure only the semblance of postwar 
planning. When war contracts cease 
coming in, a great number of firms may 
find that they are prepared for peace 
only on paper, and that they have no 
idea of how to attack the problem when 
it actually arrives. This is perhaps the 
greatest challenge to the Committee for 
Economic Development. If, when the 
war ends, business does not make an 
effective changeover to peacetime pro- 
duction within say six months, the Com- 
mittee for Economic Development will 
have failed. 

Six months after the war, the program 
of the CED may have proven a failure, 
but not necessarily because of inade- 
quacy of its plans or a lack of vitality, 
but becaue the other factors on which 
high-level employment and production 
are dependent were absent. 

Many factors are responsible for em- 
ployment and unemployment, whether 
brought about by the ending of war or 
by other causes. They must all be taken 
into consideration and all integrated if 
high-level employment and production 
are to be secured. The Committee for 
Economic Development is attempting to 
supply one of these factors—rapid 
changeover, and it has made a good be- 
ginning. 





POSTWAR INDUSTRIAL PLANNING ON 
THE PACIFIC COAST 


HERBERT F. ORMSBY 
California State Chamber of Commerce 


Epiror’s Note: The relatively greater impact of war 
activity on Pacific Coast Industry makes the problem of 
postwar planning in that area of major significance. Mr. 
Ormsby gives us a description of what has been done to 
date. 


HE Pacific Coast as a region and 
TT California as a State have been af- 
fected by wartime distortions of their 
economic structure earlier and to a far 
greater extent than any comparable re- 
gion or state in the nation. Population 
shifts, manpower shortages, housing 
shortages, transportation problems, food 
shortages and other wartime develop- 
ments have appeared sooner, and have 
been felt more intensely than in most 
other sections of the nation. This has 
been due in part of the fact that the vast 
expansion in shipbuilding and in aircraft 
manufacture was well under way here 
before other industrial centers of the 
country had begun to convert their facil- 
ities to the production of war materials; 
partly to the fact that this region is a 
heavy producer of food, fibre, lumber, 
petroleum, and mineral raw materials 
needed in the war effort; and partly to 
the fact that in addition to being a train- 
ing place for all branches of military 
service, it is in a potential combat zone, 
with its ports and bases serving as 
points of embarcation for the men and 
materials moving into the fighting fronts 
in the Pacific. 

The latter suggests also the possibility 
that some of these wartime conditions 
may continue to dominate the economy 
of this region for a longer time than in 
other parts of the nation in the event the 
war ends in Europe a year or more before 
it is brought to a close in the Pacific. 
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The rising flood of Federal expendi- 
tures for war supplies and construction 
of facilities has brought the cumulative 
total of major contracts and allocations 
to about $17,000,000,000 on the Pacific 
Coast, and to about $12,000,000,000 in 
California. More than a fourth of the 
national output of aircraft is from plants 
in the Los Angeles, San Diego, and Seat- 
tle industrial areas, and nearly one-third 
of the shipbuilding contracts have been 
awarded to Pacific Coast yards. During 
the 33 months ending in February 1943, 
some $2,500,000,000 has been expended 
in this region for construction of military 
facilities and for government financed 
war plants. These added industrial plant 
facilities include shipways, aircraft 
plants, iron and steel plants, synthetic 
rubber, aluminum and magnesium, and 
many other types of plants. 

As often has been pointed out, the ef- 
fect of wartime industrial expansion in 
this area has been to crowd into a couple 
of years revolutionary changes in its en- 
tire industrial structure which under 
normal conditions might have taken a 
decade or two to accomplish. The post- 
war industrial problems on the Pacific 
Coast will not be those of re-converting 
previously existing plants to normal 
peacetime production, but will be those 
of discovering peacetime uses and 
markets for basic materials and fabri- 
cated products from vast plants and pro- 
duction facilities which did not exist 
before the war. 

Many questions will arise as to the 
postwar utilization of these expanded 
productive facilities, including electric 
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power, new metals and synthetic mate- 
rials, trained workers, new techniques in 
mass production, and new plants. They 
will be an unprecedented challenge to the 
imagination, the organizing ability, and 
the enterprise of industrial management 
in the western states. Management and 
the research assistants to management 
in individual industries will for the most 
part have to find the answers to those 
questions. No governmental agency, no 
commercial organization, and no com- 
mittee is going to “plan” that develop- 
ment. They can all be helpful in making 
available factual information, in provid- 
ing organization machinery to correlate 
such plans and to take joint action on 
those problems in which these industries 
have a common interest, but the major 
share of the planning will have to be done 
by private industry. 

In California, business and industrial 
leaders are aware of the postwar re-ad- 
justment problems which will have to be 
met, and they are doing as much as is 
possible with such time and manpower 
as can be spared without interfering with 
the primary job of war production. The 
California State Chamber of Commerce 
and major local chambers of commerce 
and trade groups have committees and 
staff men assigned to these tasks, and are 
working closely with such national 
groups as the Committee for Economic 
Development. In California the State 
Chamber’s Committee on Postwar Eco- 
nomics under Chairman Asa Call has 
furnished leadership, stimulus and co- 
ordination to community and industry 
efforts along these lines. Mr. Call like- 
wise has given his services as Regional 
Chairman for the seven western states in 
the 12th Federal Reserve District on the 
Field Development Committee of CED 
and community liaison committees are 
rapidly being formed throughout Cali- 
fornia and other Pacific Coast states 


In California one of the first considera- 
tions of the State Chamber’s Committee 
on Postwar Economics has been the 
question of an environment favorable to 
the expansion of private enterprise and 
to increased mobility of capital and labor 
in the postwar period. It is the convic- 
tion of the business leaders who comprise 
it, that public policy as reflected in gov- 
ernmental fiscal and monetary policies, 
tax policies, economic controls and simi- 
lar policies affecting business will have 
such an important bearing upon the abil- 
ity of private enterprise to provide full 
production and maximum employment 
in the postwar era, that these should be 
studied in every state and community of 
the country as well as by national 
groups. 

As a means of assisting private indus- 
try to develop postwar plans this Com- 
mittee has formed a Research and 
Planning Section headed by J. Hugh 
Jackson, Dean of the Graduate School of 
Business, Stanford University. Confer- 
ences have been held in San Francisco 
and Los Angeles, at which the executives 
or technical men in various industries 
who have been assigned the responsi- 
bility of developing postwar plans for 
production and marketing have been 
brought together with the engineers, stat- 
isticians, economists and research di- 
rectors in the larger chambers of com- 
merce, in banks, in advertising agencies, 
in public utilities, in the bureaus of busi- 
ness research or engineering departments 
of the universities, and in various Fed- 
eral and State governmental agencies. 

The purpose of this research organiza- 
tion work is not only to provide a clear- 
ing house where useful information as to 
what each organization and agency is 
doing or is prepared to do may be ex- 
changed, but also to proceed from there 
to cooperative organization and division 
of labor on practical research undertak- 
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ings that will be helpful to industries or 
communities in meeting their postwar 
problems. 

Without such coordination and full use 
of technical and research facilities, a 
large proportion of the manpower and 
funds available for such essential work 
will be dissipated in duplications of ac- 
tivity or misdirected studies. Some bet- 
ter methods must be found also to ex- 
tend the results of such industrial and 
market research to the small businesses 
where facilities for such work do not 
exist. These are the jobs of the Research 
and Planning Section. 

Inquiries made of larger industrial 
firms in California show that a majority 
of them are giving consideration to post- 
war plans, and that in most cases either 
marketing executives, technicians, or 
committees of department heads have 
been assigned the responsibility for de- 
veloping such plans. In the smaller ‘‘one 
man’”’ type of organization the president 
or general manager is doing most of the 
thinking about postwar plans during 
spare moments. In many instances firms 
are actually doing a great deal more than 
is publicly announced, either because 
they do not want competitors to know 
about their plans, or because they want 
to guard against giving a false impression 
that they are placing postwar considera- 
tions ahead of their war production ef- 
forts. 

About 40 per cent of the firms who re- 
plied to the inquiry suggested lines of re- 
search which they thought would be 


most helpful to them in preparing their 
postwar plans. These covered a wide 
range of subjects, but most of them fell 
into the classification of market research 
investigations for determination of popu- 
lation shifts, income changes, accumu- 
lated savings, deferred demand, public 
and private construction volume and 
similar matters. Most of the remaining 
suggestions fell into the remaining cate- 
gories of industrial plant location eco- 
nomics other than markets such as raw 
materials, labor costs, energy and fuel, 
transportation and freight rates, foreign 
trade prospects, and other factors deter- 
mining the economic feasibility of spe- 
cific types of industrial production on the 
Pacific Coast in the postwar period. 
These suggest that all of these factors in 
plant location will need to be resurveyed 
in each of the primary trade areas of the 
Pacific Coast in order that the facts on 
these greatly changed conditions may be 
available to guide reconversion and new 
product development along the soundest 
possible lines. 

Governmental agencies also are giving 
assistance. The State Legislature has 
adopted and the Governor has signed a 
measure creating a Postwar Reconstruc- 
tion and Planning Commission, which 
will coordinate the activities of state 
agencies in preparing to deal with post- 
war problems, and will work coopera- 
tively with industry. Finally, city and 
county planning commissions are active 


in their fields. 














THE USE OF “APTITUDE TESTS” IN 
SALES MANAGEMENT 


S. D. CHAMBERLAIN 


Epitor’s Note: Mr. Chamberlain is Field Sales 
Manager, Kendall Mills Finishing Division, The Kendall 
Company. His paper is based on an address before the 
New England Chapter of our Association. 


Y INTEREST in the possible use of 
M “aptitude tests’’ so called goes back 
to early 1940, following one of the New 
England Management conferences in 
Boston, where I heard reference to the 
Otis Test, the Strong Test and others. 
I had read something about “aptitude 
tests” in the trade press; but I was 
totally uninformed and quite skeptical. 
Yet I couldn’t shake the thought that 
the insurance people had seemingly been 
successful in the use of tests for selection 
of salesmen. I knew that if tests could 
be made to work for The Kendall Com- 
pany, it would help mightily in one of 
the most neglected phases of sales per- 
sonnel handling; namely, the selection of 
sales personnel. I could not see at that 
moment the other equally valuable fac- 
tor that came from this testing in 
connection with training and developing 
men after they were hired. 


InITIAL ExPLORATIONS 


Of course I was familiar with I.Q. 
tests, with scholastic aptitude tests in 
educational fields, and my own son had 
gone through the Johnson O’Connor 
Laboratory prior to entering college. But 
I concluded that I should make a survey 
of as much of the field as I could con- 
cerning the industrial use of aptitude 
and interests tests for salesmen. I put 
out inquiries to Printer’s Ink and to the 
editor of Sales Management and with 
their help secured sample tests and data 
on a great variety of individual and cor- 
poration practices. 


I restudied Johnson O’Connor’s Hu- 
man Engineering Laboratory tests and 
technique and concluded that it was one 
of the outstanding jobs in connection 
with testing for mechanical or engineer- 
ing aptitudes but was not at all adapted 
for our sales purposes. I looked at the 
Humm-Wadsworth test at the Lockheed 
plant in California, designed to test for 
mechanical temperament, but concluded 
that its application to purely sales ap- 
titude was somewhat remote and fur- 
thermore probably required Mr. Humm 
or one of his trained men on the job 
personally to get the fullest results. 
That seemed hardly practical to a New 
Englander! 

I explored the clerical tests such as the 
Minnesota and California Test Bureau 
mental and dexterity tests and put them 
aside as too limited for our purpose. I 
also discussed sales tests in the group 
meetings of the National Society of 
Sales Training Executives. I learned 
something about the Psychological Cor- 
poration, Social Intelligence Bureau and 
the Personnel Institute vocational tests 
and rating forms. I read the excellent 
surveys of the National Industrial Con- 
ference Board and the American Man- 
agement Association, and I talked with 
anyone who would talk about “aptitude 
testing.” Samples of various tests were 
secured, although I could not score them, 
interpret them or appreciate their full 
significance. 


DEVISING THE APTITUDE TEST 


At this point I should like to philoso- 
phize a bit and in so doing, pay due re- 
spects to the man we are at present 
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working with and who directed our 
thinking into these channels. Those who 
have read the book Personality by Pro- 
fessor Alport of Harvard will recognize 
his fundamental philosophy in this quo- 
tation: 

The psychologist, in spite of his profession, 
is not a good judge of people. . . . The study 
of psychological laws is not sufficient training 
for the comprehension of personal forms of 
mental life. 

And then you recall he pays tribute to 
pure psychological tests in mass for the 
purpose of establishing laws—the build- 
ing of a test that will tell the same thing 
every time—that all men fall below or 
above average. For instance, pure psy- 
chological tests may establish the law 
that 60% of all men prefer green. The 
mistake may be to apply this general law 
to the individual. What I may want to 
know is—does this particular salesmen 
like green! 

To use the simile of anatomy, general 
laws establish that every man’s anatomy 
should contain a head and heart of such 
and such type and with such and such 
average functioning but what I want to 
know about a particular salesman is— 
how much brain power, how much stam- 
ina has he, or whatever else we feel he 
needs to do the sales job. 

This led us to these concepts of what 
we needed: 

(1) The right battery of established tests 
for those aptitudes and attributes that 
we concluded were needed by salesmen 
—tests that had stood many years of 
successful use, that trained psycholo- 
gists had developed in establishing 
psychological laws. It seemed clear 
that to start from scratch for instance 
and employ a psychologist to develop 
new laws or tests might take another 
25 years or so and thousands of cases 
for proper correlation, before we had 
as useful or practical a basis for opera- 
tion. Again I submit that this may be 


more of a practical approach than a 
purely scholarly approach; but it 
does not preclude our continuing to be 
open-minded to new and better de- 
velopments in psychological tests. It 
is a very young field; but we choose to 
be part of it as it is growing. 

(2) The second conclusion was that as in- 
terpreter of these tests for sales apti- 
tudes, we wanted someone who knew 
his standard psychological tests from 
actual experience and who also knew 
selling from practical experience and 
could interpret standard test results 
from the angle of the individual sales- 
man we were seeking. 


We were put in touch with the Klein 
Institute in New York, which was fin- 
ishing several years’ study and experi- 
mentation with aptitude tests in the at- 
tempt to develop strictly sales aptitude 
and interest tests. We became interested 
in experimenting together. 

First we discussed and analyzed at 
length what our specific selling jobs 
were. We clearly had three types: (1) an 
institutional consumer type of selling 
based on personal, confidence-building, 
salesman contact, (2) a merchandising, 
distributive type of selling through 
wholesalers and retailers to consumers, 
and (3) an industrial type of selling, 
combining sales engineering and “horse 
trading.” 

It seemed obvious that these three 
selling assignments had fundamentally 
like requirements but possibly called for 
different degrees or grades of mental 
ability, personality value and “sales 
sense.” We realized we should seek the 
more obvious “interests” as well as the 
hidden “aptitudes”; that a vocational 
interest test such as the well-known 
Strong Test would supply only one part 
of the whole puzzle, although an impor- 
tant part. As Strong says himself, “The 
vocational interest test is only an indica- 
tion of interests as a guide to vocational 
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counsel and not as a measure either of 
intelligence or ability to do the job.” 

So we looked for a battery of tests 
that would supply the factors that 
seemed important. We decided on the 
following battery: 

Mental Ability (Otis) 

Personality Values (Bernreuter) 

Vocational Interests (Strong) 

Social Adaptability (Social Intelli- 

gence) 

Sales Sense (Canfield) 

I selected five of our salesmen from 
each of the three groups of sales assign- 
ments I have mentioned, representative 
of varying levels of sales performance in 
each case. By “sales performance” I 
mean more than sales production alone. 
It is our rating of the man for his all- 
round value as a member of the field 
organization, considering length of serv- 
ice, cooperativeness, constructiveness, 
and so on. I asked these fifteen men to be 
guinea pigs in a sales quiz to help me 
find and work out a formula for hiring 
new men. 

The tests were completed and returned 
by the men and were then coded without 
identification as to what job or where 
assigned, as far as the consultant was 
concerned. He knew them only as man 
“B” or #11. We used both letters and 
numbers. 

The comparison of the results and in- 
terpretations of these fifteen tests with 
our own analysis and rating of the same 
men as outlined above was 86% correct, 
thirteen out of fifteen, which amazed us. 
One of two that didn’t seem to check 
when we finally compared ratings of all 
men with the interpreter, was a case of 
apparent potential inferiority complex 
weakness, as shown by the test, that no 
one could necessarily see on the surface 
and which we may have to wait for years 
to confirm or disprove. The other in- 
Stance was a “problem case,” one of 





several years’ standing, that we had just 
recently solved from the “productive” 
angle by shifting the salesman (an easy- 
going Northerner) into the Deep South. 
In other words, we now rated the man 
successful in spite of past weaknesses be- 
cause we had him in the right environ- 
ment at last. 

We found that there was a difference 
in range of scoring between the three dif- 
ferent kinds of selling; that the better 
men in the institutional field scored 
higher in mental ability than seemed 
necessary for the better men in the mer- 
chandising type of assignment and that 
the industrial type of salesmen rated 
highest in sales sense and stability and 
dominance, while the merchandising 
type were highest in vocational interest. 

So we drew up scoring ranges for each 
of the three fields—high, medium and 
low ranges—and then proceeded to test 
the entire sales force in the same manner. 
Again we had a very close agreement in 
our portraits of these men and the com- 
parable portraits as drawn by the test 
results. This was further confirmation of 
our “scoring formula,” which we then 
set up for routine use in hiring new sales 
material. Unfortunately, in our textile 
division we arrived at our final formula 
just about the time we stopped hiring 
new men in 1941. However, we have 
several cases in our records that were 
tested as new applicants, either before 
hiring or after hiring. These cases provide 
a double-check on our interview judg- 
ment in the one case where we tested 
after hiring and on the tests themselves 
in the cases where we tested prior to hir- 
ing and allowed the test results to in- 
fluence our decision to a large extent. 
Time will tell how right or wrong either 
the tests or our judgment or both may 
be. I will venture that neither scores 
100 per cent! 

In our surgical division we are using 
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this battery of tests as a routine and have 
a large number of cases for further cor- 
relation as time goes on. 


APTITUDE TESTS IN PRACTICE 


We have had several interesting cases 
to date that have encouraged us to feel 
we were on the right track. 

One of the men hired in our surgical 
division in late 1940, who was in the first 
experimental group when we were de- 
veloping that division’s formula, had a 
test interpretation that indicated rather 
serious inner nervous strain and the re- 
port pointed out that unless the man (or 
we) found the answer to the cause and 
removed it, we might have a breakdown 
on our hands later. I’m sorry to say that 
nothing was done to try to help that 
man, as we were not then organized to 
follow through on the wide range of 
personnel problems that these tests 
opened up to us. This spring that man 
did have a nervous breakdown. 

Another man’s report indicated a dis- 
turbance that was apparently causing a 
general “‘chip on the shoulder” attitude, 
not only with his associates in the Com- 
pany but with his customers. We had 
been aware of the attitude and trying to 
get at the source of this weakness. When 
the report urged a medical exam, we 
followed through with the man only to 
find he had a case of hyper-tension 
(hardening of the arteries), even though 
he was only 33 years old. 

In another case, a foreman in our tex- 
tile plant (7 years in our employ) ex- 
pressed a desire to get into the field sales 
organization, believing it held better 
financial opportunity for him and that 
he could handle it because he had suc- 
cessfully sold house-to-house in years 
gone by. We were half-inclined to give 
him a trial until his test report came 
back, clearly indicating it would be a 
mistake for both of us to try it. He has 


since been happy and successful on his 
foreman’s job. 

The other major value of “‘aptitude 
tests”; namely, help in guiding and de- 
veloping manpower, has tremendous 
possibilities. Frankly, we have only 
scratched the surface to date. It’s per- 
fectly obvious that if you can get a de- 
tailed and reasonably accurate psycho- 
logical portrait of each salesman, you 
have thrust into your hands both an 
opportunity and a responsibility of tre- 
mendous import. 

In our surgical division we are using 
these portraits as significant guides dur- 
ing the training period at the head- 
quarters before going on to a job and 
then as the basis of a picture of the man 
that we pass on to the District Manager, 
who is to take him under his supervision. 
Again we have had excellent agreement 
between our analysis of the man as based 
on the tests and the field manager’s 
analysis. In certain cases it has helped us 
in deciding to part company with a few 
men before they go into the field because 
of confirmation of indicated weaknesses. 
It is too early yet to tell how much it 
improves the development of the man on 
the job. But I can say this—that it has 
been one factor in a complete revamping 
of our sales training program, both for 
new men and for the District Managers 
and supervisors, in order that we can do 
a stronger job of manpower development 
in the field. 

In two instances where it seemed ad- 
visable to do so (although generally | 
feel it is not wise to do), I have read to 
the man part or all of the interpretation 
of his test results in the attempt to help 
him find himself and to talk things out 
with him on a man-to-man basis. In both 
cases the man has been amazed at the 
completeness of his picture that we have 
and as one man said to me. “I didn’t 


think anyone else knew that except me.” 
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I carry these individual reports with me 
when working with the men in the field 
and they are of great help in using the 
best approach to the man’s own interests. 

Others who have used this same serv- 
ice, with whom I have talked, have had 
a similarly successful experience and one 
concern that has gone much further than 
we have in using the psychological pic- 
tures in guidance of its men has found 
them very valuable in routine handling. 
For instance, where a recent “cost of 
living compensation adjustment” was 
to be made with various members of the 
sales force, they used an approach to 
each man as indicated by aptitude test 
interpretations. For instance, one man’s 
picture indicated him to be an extremely 
loyal type of individual, modest and 
hardworking. To such a man the ap- 
proach was, “Well, Jim, we’ve noticed 
how steadily you have stuck with your 
job and how loyal you have been to 
Company policies and procedures and 
we want you to know that it is appreci- 
ated. Your rate will be adjusted to so- 
and-so beginning this week.” Another 
man whose portrait indicated a matter- 
of-fact, ““what’s it worth to me” type of 
interest, was approached with, “Bill, we 
know that it’s results that count with 
you and with us and thut while your 
quota is a stiff one, we believe you’re 
going to reach it this year, and under the 
increased living costs today, we’re going 
to anticipate and give you a raise effec- 
tive at once.” 

Well, the reaction in the first case was 
that of surprise and appreciation of the 
Company’s understanding of the man’s 
own feelings and an exhilaration at the 
tangible endorsement of it. In the second 
case it was a reaction of, ““That’s swell. 
You’ve laid it down on the line—and so 
will I.” 

I recognize the very real dangers of 
mistakes from the wrong interpretations 


that are always possible. But if the tests 
are handled confidentially by one man 
who knows the men best and checks and 
balances are maintained between fact 
and fancy, I believe serious damage can 
be avoided. And the opportunity for con- 
structive good is an infinitely greater po- 
tential than without any tests. 

One year or two years from now we 
shall be still further convinced or dis- 
illusioned, but today we believe that 
sales aptitude and interest tests are not 
only worth the trouble and expense of 
administering them but are definitely 
helping us raise our sights on sales per- 
sonnel development. 


THE “Ratinc” or SALESMEN 


In conclusion I should like to touch on 
the subject of rating salesmen, which is 
closely allied to aptitude testing in the 
two-fold job of selection and develop- 
ment of men. 

We have tried various types of rating 
charts, both those that other concerns re- 
port successful in their operations and 
adaptations of our own. 

My personal point of view on rating 
charts is that they may be helpful in 
analyzing known men, especially when 
considering them for change in assign- 
ment or promotion. Just the act of trying 
to rate men is constructive and stimu- 
lating to a better understanding of in- 
dividual men. But how can you tell what 
a new man really has in him—beyond his 
expressed interests and the impression 
you get from an interview? 

And then “rating” individual men by 
judgment only is subject to all the human 
whims of the interviewer—how he feels 
at the moment, and what he wants to 
believe or prove at the time. One’s ap- 
praisal will vary from situation to 
situation. 

Can you or I get at the characteristics 
that may lead to failure through rating 
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of the obvious or known or positive char- 
acteristics alone? Again, aptitude tests 
are aimed to help do two things: (1) to 
eliminate those who are unfit, and (2) 
find those who can be successfully de- 
veloped. 

We have not yet found any single rat- 
ing procedure that is really practical 
with our sales force, with variations from 
the weakest to the strongest. Nor have 
we yet found mathematical values to use 
that will give proper weighting. 

Rating is a worth while tool but, in 
my opinion, it comes after testing and 
actual experience of performance with a 
salesman. Rating charts built on data 
secured through aptitude tests may 
prove helpful. The newest field of “‘at- 
titude tests’ also follows after basic 
aptitude tests, it seems to me. 

All of these tests—aptitude, interests, 
attitude and rating—are only tools for 
sales management after all. I do not con- 


ceive of any one of them in any way be- 
coming a substitute for the trained inter- 


viewer’s own judgment. They merely 
supplement that judgment in an at- 
tempt to increase the percentage of suc- 
cessful selection and the effectiveness of 
management’s development of the in- 
dividual man. 
In summary, then, our program is: 
1. To analyze those factors in sales- 
men’s make-up about which we 
need as full information as we can 
get. 

. To select proven tests that will help 
to get this portrait of each man. 

. To find an interpreter who knows 
both psychology and selling. 

. To start a history of facts and 
records in testing and hiring new 
men for future correlation. 

. To begin a program of utilizing the 
portraits of the individual man’s 
strengths and weaknesses, both to 
help the man develop to the fullest 
of his ability and to help the Com- 
pany upgrade its training program 
for the same purpose. 











HARDWARE WHOLESALE TRADING CENTERS 
AND TRADING TERRITORIES IN NINE 
SOUTHEASTERN STATES 


E. GUY RASMUSSEN 
Vanderbilt University 


Eprror’s Note: This article gives a picture of hard- 
ware wholesale territories under more normal conditions 
than those we face today. Since trading territories usually 
change but slowly, it would not be surprising, however, 
if the territories described outlast the present abnormal 
conditions. 


STABLISHED patterns of trade are dis- 
H tinct and change slowly. In the 
Southeastern states, wholesale territories 
have expanded from cities with market- 
ing facilities available for serving the 
retail outlets. The purpose of this study 
is to present and to interpret a map 
showing these wholesale hardware trade 
centers and territories. 

In this report, the region considered 
comprises Alabama, Arkansas, Florida, 
Georgia, Louisiana, Mississippi, North 
Carolina, South Carolina and Tennessee. 
Texas, Oklahoma, Kentucky and Vir- 
ginia, frequently regarded as Southern 
states, are excluded in order to omit as 
nearly as possible the cities located near 
the boundary from which goods are sold 
into the northern and western sections 
of the United States as well as into the 
Southeast. The extent of the area se- 
lected is sufficiently inclusive so that the 
types of wholesale hardware centers and 
their territories may be carefully con- 
sidered. 

The hardware wholesaler long has 
been and continues to be a necessary 
middleman. There is usually a territory 
in which he can distribute his goods 
more efféctively than can his com- 
petitors. If he knows where his competi- 
tors from other cities secure their sales, 
he may control his operations so that he 


will receive the greatest gains consistent 
with lowest prices. An inspection of the 
map developed in this article will show 
him where others have developed their 
trade and the extent of overlapping 
areas. 


Sources OF INFORMATION AND 
DEFINITION OF TERMS 


Hardware wholesalers, Library of Con- 
gress sources, and Census figures sup- 
plied the data for the construction of the 
map used in this article. Hardware 
wholesalers operating at the leading 
centers provided most of the information 
used in determining the territories. Exec- 
utives of one or more firms in eighteen 
cities in the Southeastern states were 
interviewed personally. In each center, 
these wholesale merchants drew outlines 
of their trade coverage in map form, 
showing the areas regularly covered by 
their sales forces. They also designated 
the territories of competitors in the same 
city and indicated the contiguous dis- 
tricts dominated by hardware firms 
located elsewhere. Lastly, they pointed 
out districts in which they secured some 
sales, but which they recognized were in 
fact parts of other trade territories. 

Materials from which data were as- 
sembled from the Library of Congress 
included newspapers, trade journals, and 
trade area studies for commodities other 
than hardware. These data served in 
some instances to reduce the boundaries 
to more nearly regular and straighter 
lines, and also to decide in which terri- 


165 





166 


THE JOURNAL OF MARKETING 





tory a doubtful district should fall. Al- 
though Census data gives no indication 
of destinations of sales, they are a source 
from which to ascertain the leading 
wholesale centers. 

Nine leading trade centers with their 
territories and twenty lesser centers 
are located on the map. Many of these 
territories overlap, and wholesalers from 
one city cover the same area as those 
located elsewhere. Such overlapping of 
sales originating from two or more 
centers is explained by the fact that it is 
impossible for merchants to determine 
exactly a point beyond which it is un- 
profitable for them to sell, and also by 
the fact that one wholesaler may deal in 
goods not carried by another. For prac- 
tical purposes, the arbitrary county line 
boundaries shown by the wholesalers 
have been disregarded, and by applying 
supplementary data in a smoothing 
process, the approximate areas of trade 
are represented by fairly regular lines. 

The term ‘‘wholesaler’’ is used in the 
sense of the general wholesaler as de- 
fined in the Census of Business. He buys 
goods for resale to hardware retailers. 
Although a few such merchants do some 
small scale manufacturing, their produc- 
tion activities represent but a small por- 
tion of their business. Limited function 
and other types of wholesalers are not 
included. 

A trade territory, as the term is used 
in this study, is defined as the area gener- 
ally conceded by wholesalers in a given 
city and by competitors located else- 
where as the territory belonging to a 
particular center. It may be described as 
one throughout which wholesalers lo- 
cated at that center effect nearly all of 
their sales. These wholesalers maintain 
complete coverage of the territory and 
require their sales forces to call upon the 
retailers of the territory at regular in- 
tervals. 


Types oF WHOLESALE CENTERS 


Hardware wholesalers in this region 
operate from one of the following fairly 
distinct types of centers grouped accord- 
ing to volume of sales: 

(1) Large cities from which goods are 
distributed to places considerably be- 
yond their normal retail trade territory. 

(2) Smaller cities with fairly definite 
geographical limitations to the.i trade, 
yet extending considerably beyond the 
normal local retail area, and in some 
cases encroaching upon the trade belong- 
ing to competing cities of similar size. 

(3) Other small cities with territories 
slightly larger than those covered by the 
retail trade. 

(4) The small towns in which whole- 
sale sales are conducted along with the 
retail sales. 

Approximately 38 per cent of the 
hardware sales in the nine states are made 
by wholesalers operating in the five 
principal hardware centers, an average 
of 7.3 per cent. Fourteen per cent of the 
sales are made by those in the next four 
centers, or an average of 3.4 per cent. 
Territories of these nine leading whole- 
sale centers in the first two groups are 
indicated on the map. The five major 
areas are shown by heavy black lines and 
the four lesser ones by lighter black lines. 
Circles represent the third group of 
centers but not their trade areas. Those 
in the fourth group are so numerous that 
they are not located on the map. 


Five Major Areas 


Birmingham is clearly the leading 
wholesale hardware center for the ter- 
ritories outlined on the map, with Mem- 
phis and New Orleans its only close rivals. 
The northern Alabama steel district pro- 
duces a large quantity of steel products, 
many of which are distributed through 
Birmingham’s wholesale channels. As 
this is a manufacturing as well as a com- 
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mercial center, some of the hardware 
items sold ultimately reach retailers lo- 
cated at distant points. The Birmingham 
territory for hardware extends south to 
the Gulf coast, east to Atlanta, west to 
Jackson, Mississippi, and north to in- 
clude a tier of counties in Tennessee. In 
the hardware trade, the wholesalers 
cover the territory from Memphis to 
Tallahassee and from Chattanooga to 
New Orleans, distributing products orig- 
inating in the steel mills and foundries in 
the vicinity of Birmingham. These 
wholesalers also sell through their sales- 
men some items which retailers at distant 
points would ordinarily buy from nearby 
distributors. 

New Orleans and Memphis each domi- 
nate an extensive trade area, the former 
covering a district along the Gulf coast 
in addition to foreign markets, and the 
latter serving as a point of origin for 
shipments to the interior. Though neither 
ranks among the leading industrial 
centers of the United States, some manu- 
facturers do produce small hardware 
articles in each of these cities. Among the 
manufacturing establishments of Mem- 
phis are foundries and iron works pro- 
ducing farm tools and other items that 
are distributed by wholesalers. New Or- 
leans is a lesser center for the production 
of hardware which enters wholesale 
channels. 

New Orleans serves as an outlet to the 
densely populated Gulf coast and the 
Mississippi river areas. Leading whole- 
sale firms route their salesmen east to the 
Alabama state line and west into the 
state of Texas. The New Orleans trade 
territory covers the entire state of 
Louisiana, the southern one-half of Mis- 
Sissippi and a tier of counties along the 
eastern part of Texas. One of its firms, 
A. Baldwin and Company, publishes a 
large catalog listing nearly every item a 
retailer has occasion to purchase. 


Memphis is situated close to the 
boundaries of Tennessee, Mississippi, 
and Arkansas, in the center of a vast 
agricultural district reaching out in all 
directions but more especially along the 
fertile river valley to the north and the 
south. Its hardware trade territory con- 
sists of the northern half of Mississippi, 
all of west Tennessee, and most of the 
state of Arkansas. To the east and to the 
west, it is limited by business establish- 
ments operating at the state capitals of 
Little Rock and Nashville. Competition 
with the major centers of New Orleans 
to the south and St. Louis to the north 
restrict its coverage of the markets in 
these directions. 

The other two large centers, Knoxville 
and Atlanta, differ considerably in size 
and commercial influence; yet their vol- 
ume of hardware sales is approximately 
the same. Although Atlanta is the lead- 
ing center for total wholesale sales in the 
southeast, it ranks only fifth in hardware 
sales, because nearly one-half of the total 
sales of this center are made through 
manufacturers’ sales branches. National 
distributors exert a tremendous influence 
in the sales of hardware items that would 
go through the regular wholesale chan- 
nels except for direct trade with the re- 
tailers and industrial consumers. Con- 
sidering the small percentage of sales re- 
ported in the census of hardware, this 
territory is exceptionally large. It in- 
cludes the state of Georgia, all of South 
Carolina except a small portion in the 
north central part, the northeastern 
three-fifths of Florida, a small portion of 
southwestern North Carolina, and also 
a narrow strip of eastern Alabama, com- 
prising about two tiers of counties. 

Knoxville has long been recognized as 
an important center for the distribution 
of hardware products. Its hardware trade 
territory extends north to Winchester, 
Kentucky, east to Martinsville, Vir- 
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ginia, Morgantown, North Carolina, and 
Greenville, South Carolina, south to At- 
lanta and Birmingham, and west to 
Shelbyville and Hartsville, Tennessee. 
Clearly, Knoxville’s trade for this com- 
modity extends far beyond its normal 
wholesale trade area. This is due partly 
to transportation facilities, which are 
available in the various directions, and 
partly to the aggressive policies of the 
merchants in developing the territory 
and maintaining the trade. These whole- 
sale merchants have firmly established 
their businesses in the rural districts and 
retain their prestige in an area greater 
than that of other cities comparable in 
size. 


Four SECONDARY AREAS 


The second group of centers, com- 
prising Nashville, Little Rock, Jackson- 
ville, and Charlotte, with territories of 
about equal size but smaller than those 
of the first group, are shown on the map 
by the lighter black lines. Each of these 
cities serves a rich, compact area extend- 
ing about 150 miles in every direction. 
Nashville is in the heart of the Central 
Basin of the State of Tennessee, from 
which the major portion of wholesale 
hardware sales are secured. Little Rock 
is in the center of an agricultural state, 
and wholesalers reign supreme in supply- 
ing the nearby small retailers, with their 
farthest points of coverage generally con- 
fined within the artificial boundary of 
state lines. Charlotte is the trade center 
for the surrounding diversified agricul- 
tural and manufacturing region. Jack- 
sonville is located in the northeasiern 
part of the fruit and general agricultural 
district in southern Georgia and north 
and central Florida. 

The trade territories of Little Rock, 
Nashville, and Charlotte have many 
common characteristics. Each area is 
nearly circular in form, with the radii of 


the two former extending approximately 
150 miles and that of Charlotte slightly 
farther. The Little Rock territory is 
limited to Arkansas except for three 
counties in southeast Texas and the 
northern tier of counties in Louisiana. 
Dallas, Tulsa, St. Louis, Memphis, and 
New Orleans restrain any extension of 
the Little Rock territory. Although the 
manufacturing in this center is generally 
diversified, aluminum and aluminum 
products constitute the major industry 
of Little Rock. In contrast, Nashville 
manufacturing is widely distributed over 
many articles. Maximum limits of the 
Nashville hardware trade territory are 
generally confined within the state 
boundary lines except for the area 
covered in southern Kentucky to the 
north. 

The Charlotte hardware trade terri- 
tory extends*to the boundaries of the 
Carolinas, except for three small dis- 
tricts in the extreme northeast, south, 
and west, including a small portion of 
east Tennessee. Several lesser wholesale 
centers, Columbia, Greensboro, Savan- 
nah, Charleston, Wilmington, Green- 
ville, and the cluster of cities in north 
central North Carolina, restrict its com- 
plete coverage of the two Carolinas. The 
agricultural and textile industries of this 
region explain the volume of trade origi- 
nating here. In some respects, too, the 
situation here is comparable to that of 
Atlanta in that manufacturers’ branches 
and offices distribute textile machinery, 
equipment, and supplies which otherwise 
would go through the regular wholesale 
channels. 

Jacksonville is the source of trade for 
a territory approximately the same size 
as that of Little Rock or Nashville. It is 
a seaport with both foreign and domestic 
trade. Because of large competing centers 
and its seaboard location, commerce can 
not be extended to the north or to the 
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east. Therefore, its territory generally 
extends to the southwest into all of 
Florida, except a small portion in the 
extreme west and the southern and west 
central parts close to Tampa and Miami 
to the south. 


Twenty Less Extensive AREAS 


Circles on the map show the location 
of twenty representative cities of the 
third group. These, together with the 
nine centers previously discussed, con- 
stitute the principal wholesale cities in 
the region. According to data published 

, the Census of Business, the volume 
of wholesale sales of these centers justify 
their inclusion in any discussion of the 
wholesaling of hardware. They are: 
Fort Smith, Shreveport, Jackson, Mo- 
bile, Montgomery, Chattanooga, Miami, 
Tampa, Macon, Savannah, Charleston, 
Augusta, Columbia, Greenville, Wil- 
mington, Greensboro, Winston-Salem, 
Durham, Raleigh, and High Point. 

The trading territories of cities in this 
group are generally circular or semi- 
circular in shape, and extend slightly be- 
yond the limits covered by the retail 
firms. Each has a radius of approximately 
one hundred miles. The success of the 
wholesalers situated at these places de- 
pends upon their ability to render better 
services within a limited scope than can 
their competitors. Often they carry a 
limited assortment of items, but more 
personal relationships accompany the 
sale than are found when large territories 
are covered. 

Fort Smith, Shreveport and Jackson 
are such centers located in the states in 
the western half of this region. The Fort 
Smith area includes about twelve coun- 
ties in the northwestern corner of Arkan- 
sas and seven or eight directly west in 
Oklahoma. The Shreveport area com- 
prises the northwestern corner of Louisi- 
ana, the counties in the southwestern 


corner of Arkansas directly to the north, 
and the adjoining counties in Texas. The 
territory of Jackson is practically con- 
fined within the south central half of the 
state of Mississippi. Much of the delta 
region around Greenville is partially 
served by cities in Mississippi north of 
Jackson. 

Charleston, Columbia, Greenville, Wil- 
mington, Greensboro, Raleigh, Durham, 
Winston-Salem, and High Point are simi- 
lar centers in the Carolinas. The Wil- 
mington and the Charleston areas extend 
inland from the coast and, therefore, as- 
sume semi-circular shapes. That of Col- 
umbia includes all of the state except 
about one-third in the extreme southern 
and western corners. The Greenville ter- 
ritory extends north to Asheville, east to 
Columbia, south to Augusta, and west 
to Blairsville, Georgia, or Murphy, Ten- 
nessee. The cluster of cities in North 
central North Carolina also serves North 
Carolina and southern Virginia. 

Wholesale firms in Miami cover the 
southern tip of Florida, and those in 
Tampa operate within the central por- 
tion of the state. In addition, Orlando 
merchants secure some of the hardware 
business in the district lying between 
Jacksonville and Tampa. Montgomery 
wholesalers cover the southern half of 
Alabama except a small part immediately 
around Mobile and Pensacola. Their ter- 
ritory also includes a small portion of 
Georgia and Florida. The Mobile hard- 
ware trade is generally confined within 
the southern third of Alabama and the 
nearby counties in Mississippi and 
Florida. As it is a seaport, the area ex- 
tends in fan shape to the north, east and 
west. 

The wholesale hardware territory of 
Savannah compares in shape with those 
of Mobile and Charleston. In size, how- 
ever, it is slightly larger than the former 
and much larger than the latter. As these 
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three cities are seaports, some of their 
import products are sold farther inland 
than the normal wholesale hardware 
trading area would indicate. 

According to the 1939 Census of Busi- 
ness, which lists sales only by counties 
for the less populous areas, the minimum 
wholesale sales for any of the counties in 
which the previously discussed twenty- 
nine cities are situated are $24,857,000 
Only five other counties in the South- 
eastern states: Leflore, Mississippi; Pitt, 
North Carolina; Wilson, North Carolina; 
Orange, Florida; and Spartanburg, South 
Carolina have sales in excess of $24,200,- 
ooo. The Census data indicate, therefore, 
that nearly all of the cities that meet the 
requirements of this group have been 
included in it. 

Moreover, the wholesale firms in the 
Southeastern centers generally secure 
the hardware sales of the region, al- 
though others operating in cities outside 
cover portions of the border states. For 
instance, a large Chicago firm covers 
regularly a considerable portion of the 
Southeast. Hardware wholesalers from 
St. Louis, Louisville, and Dallas, among 
other centers, also sell within this area. 


LocaL WHOLESALERS 


In a study of this length, space does 
not permit one to name all of the centers 
falling in the fourth and last group. These 
cities, with populations of less than 
20,000 are so numerous that no attempt 
has been made to show them on the map. 
Many of the counties, 762 in number, 
have one or more of such centers. This 
group of cities comprises all of those in 
which the wholesale and retail areas are 
generally coextensive. Frequently, the 
wholesale and retail businesses are com- 
bined into a single establishment. When 
such is the case, the wholesale trade area 
is relatively small and usually cotermi- 


nous with that of the retail trade. In nearly 
every city of any size, at least one hard- 
ware dealer sells in wholesale lots. A few 
examples are Selma, Alabama; Monroe, 
Louisiana; Asheville, North Carolina; 
Johnson City, Tennessee; Gainsville, 
Florida; Pine Bluff, Arkansas; Natchez, 
Mississippi; Athens, Georgia; and Spar- 
tanburg, South Carolina. 

In these centers, retail hardware firms 
first supplement their business by mak- 
ing wholesale sales. After continuing 
such practice for a considerable period of 
time, they create a wholesale trade 
far surpassing any volume anticipated. 
Though this type of wholesaler also may 
be found in the larger cities, for classifica- 
tion purposes these firms in the more 
populous places should be included in 
this group only when their chief opera- 
tions continue to be retailing and their 
wholesale sales are realized without any 
special effort. 


CONCLUSIONS 


In summarizing this study, a basic fact 
for consideration is that the wholesaler 
is engaged in a struggle for sales. If he 
knows the areas in which his competitors 
operate, he can more intelligently formu- 
late his plans. The map outlines the 
major wholesale hardware trading ter- 
ritories in the Southeastern states and 
the locations of many lesser centers. 

An inspection of this map clearly re- 
veals that the trade areas of the nine 
major centers serve practically the entire 
region. Large firms situated in these 
cities normally secure minimum prices in 
their purchases and because of sales vol- 
ume have lower overhead unit costs. 
They carry a larger inventory and a 
wider assortment of stock than do those 
in the smaller centers. They furnish 
customers with articles which probably 
can not be secured from local whole- 
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salers. Consequently they extend their 
sales to a greater distance than otherwise 
would be possible. 

From the large centers, the whole- 
salers have created organizations for 
covering extensive geographical areas. 
Once these well established firms have 
developed their trade, they strive to 
maintain sales in spite of competition 
which subsequently may arise. They are 
reluctant to withdraw from any portion 
of their areas so long as there is any 
prospect of obtaining profits. 

This description of the leading whole- 
sale centers and the visual presentation 
show the market coverage of wholesalers 
operating in the region. One observes 
that houses in the larger centers experi- 
ence rivalry not only wita each other but 
also with smaller houses having local 
advantages. Firms in the smaller centers 
sell within a relatively limited circle im- 
mediately surrounding the city. Because 
of their favorable locations near their 
customers, they expeditiously fill the re- 


tailers’ orders from their stock. By ren- 
dering personal services which are im- 
practical for the larger wholesaler to 
offer, they play an important part in 
this smaller area. 

Market analysts function as an aid to 
wholesalers in distributing their goods 
economically and in rendering more ef- 
fective services. Together with sales 
managers, they try to ascertain the most 
logical territories to be covered by whole- 
salers in order that wasteful competition 
may be eliminated or at least partially 
reduced. Both the large and the small 
wholesalers endeavor to offer their goods 
and services in districts where their sales 
efforts will produce maximum results. 
They can not intelligently plan their 
sales unless they know the areas in which 
competitors operate. The constructed 
map, which outlines the complex pat- 
terns of the wholesale hardware trade in 
the Southeastern states, should aid them 
in determining the comparative advan- 
tages of sales districts. 








ARE CHAIN STORES GOOD CITIZENS? 


P. D. CONVERSE and T. EUGENE BEATTIE 
University of Illinois 


Epitor’s Note: The study of consumer interviews and 
merchant interviews was made by Mr. Beattie under 
the supervision of Professor Converse. The study of civic 
leader interviews was made by Professor Converse (78 
towns) and Mr. Beattie (3 towns). This article was written 
by Professor Converse and is complementary to that of 
Mr. Beattie, which appeared in the Fanuary, 1943, issue 
of the JOURNAL. 


NE OF the main criticisms of chain 
@) stores has been that they have been 
poor citizens of the communities in which 
they operate. Chain stores are said to be 
operated by absentee owners who are not 
interested in the communities that sup- 
port their stores. “They do not support 
community enterprises.” “The chain’s 
only interest is to make a profit which is 
spent outside the community where it is 
earned.” “Chain store managers are 
worked so hard and moved so often that 
they have neither the time nor the in- 
terest to take part in local civic affairs.” 

These have been common accusations. 
Are they true? 

We must first define chain stores. In 
this study we used the Census definition 
of four or more substantially similar re- 
tail stores under one ownership and 
management. Chains and independents 
are commonly referred to as “‘big” stores 
and “‘little’”’ stores. Size refers to the size 
of the individual stores and not to the 
total sales of particular companies. “Big” 
stores include department, variety, and 
some of the larger clothing stores, where- 
as “‘little” stores include specialty stores 
selling such goods as shoes, dresses, hats, 
hosiery, haberdashery, automobile ac- 
cessories, and sewing machines. These 
are sometimes referred to as “‘one-man”’ 
stores, since many are operated by a 
manager with the assistance of one, two, 
or three clerks. Drug stores occupy an 
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in-between position and are here con- 
sidered separately. Grocery stores are a 
fourth class; and oil companies and tire 
stores constitute a fifth class. Little in- 
formation was secured on other types of 
stores. 

Many people, however, consider any 
business owned outside the community 
as a chain. Thus local employees of rail- 
roads, manufacturers’ branch plants, 
chain wholesale houses, and public utili- 
ties are thought of as “chain” men. Some 
persons even include the agents of na- 
tional insurance companies as “chain” 
employees. Wholesale chains are not in- 
cluded as “chains” in this study. On the 
other side, a group of stores owned 
locally is very often not considered as a 
chain. Civic leaders often say: “Yes, Mr. 
Jones operates a number of stores but he 
lives here and we do not consider him as 
a chain man. He is a very generous sup- 
porter of community enterprises and 
that is only natural as this is his home.” 
In the next town, however, Jones’ stores 
are considered as chain stores and he 
may be severely criticized because his 
stores do not contribute their “just 
share” to community enterprises. 

This raises the question of whether 
donations to philanthropic, educational, 
religious, and civic organizations should 
be distributed among the various com- 
munities in the proportion in which they 
contribute to the donor’s income. The 
heads of local organizations feel that this 
should be done. On the other side, to 
distribute money in such small driblets 
may prevent the establishment of many 
valuable foundations and _ institutions 
such as schools, hospitals, clinics, li- 
braries, museums, and research founda- 
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tions and fellowships.! We do not need 
to answer this question here as this 
study evaluates chain stores as citizens 
of the communities in which their stores 
are located. In an overall picture the 
rating of chains is helped by the activi- 
ties of chain store owners in their home 
communities. This is true in several 
towns included in this survey. 

Some chains have argued that they 
should not be expected to contribute to 
various community organizations. They 
say that they have done much for the 
communities in reducing prices, in forc- 
ing the independents to clean up and 
operate better stores, and in raising 
rents. It might appear that by reducing 
prices and raising the standard of living 
for the consumers the chains have done 
more for the public good than in con- 
tributing to a multitude of community 
enterprises some of which are of doubtful 
value. Undoubtedly many consumers in- 
dividually have appreciated the reduced 
prices resulting from chain operations. 
They have, however, been unorganized 
and hence voiceless when anti-chain 
store bills came up in the legislatures. 


Scope oF STUDY 


As a measure of citizenship we con- 
sidered donations to welfare and civic 
organizations (such as chambers of com- 
merce, community chests, and Red 
Cross, playgrounds, U.S.O., Y.M.C.A., 
Y.W.C.A., committees to secure new in- 
dustries, etc.); time devoted to the man- 
agement of such organizations and to 
raising funds for their support; member- 
ship and offices in service, civic, welfare, 
and religious organizations; and public 


1 The question may be raised as to why business 
concerns, such as retail stores, should make donations 
to welfare, charitable, educational, relief, and civic or- 
ganizations. It could be argued that such contributions 
should be made entirely by individuals. This is, how- 
ever, an academic question as the custom of business 
houses making contributions is well established. 


offices held. In this study the citizenship 
of chain stores is compared with that of 
independent merchants in the same 
town. However, as grocery and drug 
chains usually perform both wholesale 
and retail functions their donations in 
time and money should be compared to 
those of the independent retailers and 
wholesalers. 

As a result of hostile opinion and legis- 
lation many of the chains during the 
1930’s launched comprehensive public 
relations programs. Integral parts of 
these programs are the winning of good- 
will by local donations to civic and wel- 
fare organizations and by the activities 
of chain employees, especially and man- 
agers of their various stores, who are 
encouraged to take part in local civic, 
commercial, and welfare activities. 

To what extent have the chains been 
successful in winning the good will and 
support of the public? How successful 
have they been in winning the friendship 
of the business men and civic leaders in 
the communities where they operate? 
How good citizens are their managers 
and their employees? 

This study was undertaken in an at- 
tempt to get the answers to these ques- 
tions. It was divided into three parts: 
first, a survey of public opinion as to the 
citizenship of independent and chain 
stores; second, a measurement of the 
community activities and contributions 
of independent merchants and chain 
store managers as reported by these 
men; and third, the citizenship rating of 
the two types of stores as given by the 
civic leaders in various towns. In the first 
part of the study 375 consumers in all 
income classes were interviewed in four 
Illinois cities. More would have been in- 
terviewed except for the fact that when 
this number was secured, it appeared 
obvious that more interviews would 
change the results little if any. In part 
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two, schedules were obtained from 39 
independent merchants and 33 chain 
store managers in the same four cities. 
Most of the schedules were obtained 
from owners and managers of the so- 
called “‘big’’ stores. The stores were 
matched for size and in so far as practi- 
cable in type of goods handled. Informa- 
tion was obtained from one hundred and 
six civic leaders in fifteen towns from 
Michigan to Texas, with populations be- 
tween 9,000 and 100,000, 1 town of over 
200,000, and five smaller towns.? It is 
believed that the conditions in these 
towns give a typical picture. 


CoNSUMER INTERVIEWS 


Consumer opinions regarding the citi- 
zenship of chain store managers, inde- 


TasBe I, Consumer Opinion oF CHAIN STORE 
MANAGERS AND CLERKS AS CITIZENS 











Percentage Percentage 
Chain Chain 
Chain Managers Clerks 
Cisinenship Compared Compared 
with with 
Independent Independent 
Merchants* Store Clerks* 
Same as Independents 41.4 66.4 
Better than Independ- 
dents §.3 1.9 
Poorer than Indepen- 
dents 16.8 g.1 
Do not know 36.5 26.6 











* No particular difference appeared between income 
groups. 
pendent merchants, chain store clerks, 
and clerks in independent stores are 
summarized in Table 1. The interviewers 
felt that the great majority of consumers 
had given no thought to the citizenship 
of the two types of stores and had very 
little knowledge upon which to base 


2 One of these towns is omitted from later summaries. 
Although the information obtained in this town agrees 
in the main with that obtained in the other towns it 
was too general to form the basis of definite conclusions. 


their conclusions.’ This was particularly 
true of persons in the low income group. 
However, when it comes to voting, 
the consumers’ opinions are important 
whether or not based on facts. Both in- 
dependents and chains have tried to 
secure the good will and support of the 
public. From a political angle consumer 
opinions are very important. 

Two-fifths of the consumers believe 
chain store managers and independent 
merchants to be equally good citizens. 
More than one-third of the consumers 
had no opinion on the question. In fact 
many of those answering “‘same” had no 
definite opinions. Of the 22 per cent who 
think there is a difference, over three- 
fourths feel that the independent mer- 
chant is a better citizen than the chain 
store manager. This indicates that the 
chains have not yet wholly won their 
battle for the support of public opinion. 

In regard to the citizenship of store 
clerks, two-thirds of the consumers be- 
lieve there is no difference between those 
employed by chains and independents. 
Only 7 per cent think there is a difference 
and the majority of these believe the in- 
dependent store clerks to be better citi- 
zens. 

One test of citizenship is the efficiency 
which one demonstrates in his vocation. 
Is the doctor, for example, a good citizen 
if he devotes so much time to civic af- 
tairs that he neglects his patients? With 
such a thought in mind, the consumers 
were asked to rate the chain and inde- 
pendent stores in their communities on 
the basis of cleanliness, prices, quality of 
merchandise, and variety or choice of 
merchandise carried in stock. The results 
are shown in Table II. From the figures 
in this table it is seen that the majority 
of the consumers believe that chain and 

3 Mr. Beattie was assisted in interviewing by mem- 


bers of the Market Research Class in the University of 
Illinois. 
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independent stores are equally clean, 
that they handle goods of approximately 
the same quality, that the chains have 
lower prices, and that the chains have 
larger assortments of merchandise in 
stock. 

Of the consumers thinking there is a 
difference in the cleanliness of the two 
types of stores, more feel the chains have 
cleaner stores than feel that the inde- 
pendents keep their stores cleaner. Only 
3-5 per cent of the consumers thought 
the independents had lower prices than 
the chains but more than one-fourth felt 
the prices of the two types of stores were 
approximately the same. Almost three- 
fourths of the consumers believe that the 
quality of goods handled by the two 
types of stores is the same. Of the one- 


Tasie II. Consumer Opinions on Factors Errect- 
ING PATRONAGE OF CHAIN AND INDEPENDENT 
STORES 
(Expressed in per cent) 











es Quality | Variety 

yw of of 

Chains to Prices 
Ind ae ness Mer- Mer- 
ses ntmaeed chandise \ chandise 
Same 74.2 26.9 71.2 36.8 
Better 13.8 67.2 +5 .7 
Poorer 8.8 3-5 18.9 g.1 
No Answer 3.2 2.4 2.4 3.4 

















This Table covers 375 interviews in 4 cities. When 
the data were classified as to income, no great difference 
appeared; but going from lower to upper income families 
the proportion thinking the chains cleaner, and carry- 
ing wider variety of goods increased somewhat. On the 
other hand the proportion thinking chain store prices 
lower decreased slightly. 


fourth who believe there is a difference, 
the great majority feel that the inde- 
pendents carry better quality goods. 
Thirty seven per cent of the consumers 
believe that the chains and independents 
carry equally complete assortments of 
goods, while 56 per cent feel the chains 
carry larger assortments. This is very 
interesting in view of the common state- 
ment of only a few years ago that the 


chains carried only the fast moving 
articles and left those with slow turn- 
overs to the independents. 


MERCHANT INTERVIEWS 


This part of the survey secured the 
facts about the participation of the 
Taste III. Loca Participation oF CHAIN AND 


INDEPENDENT STORES 
(Expressed in per cent) 

















Chain Inde- 
Item Store pendent 
Managers | Merchants 
Companies Encouraging Civic 
Activities of Managers* 75.8 94-9 
Companies Indifferent to Civic 
Activities of Managers 24.2 5.1 
Companies Limiting Civic Ac- 
tivities of Managers 12.1 17.9 
Companies Allowing time off 
for Civic Activities 96.9 97-4 
Companies Paying Member- 
ship Fees for Managers* 75.8 35-9 
Companies Contributing to 
Civic and Community 
Funds 93-9 97-4 
Companies whose Contribu- 
tions nearer $100 than $s.00f| 87.1 81.6 
Companies Encouraging Em- 
ployees (Not Managers) to 
Participate in Civic Activi- 
ties 81.8 81.6 





* Includes executives of independent stores. 

t These amounts fixed to suit smaller stores. The 
contributions of some of the many stores run into four 
figures. 


merchants in and contributions to local 
organizations and activities. Each mer- 
chant was asked to list the organizations 
to which he belonged, the offices held in 
these organizations, public offices held, 
contributions made to civic organiza- 
tions, the attitude of his company to- 
ward civic activities, and his attitude 
toward his employees taking part in 
civic enterprises. The data are summar- 
ized in Tables III and IV. 

The figures in Table III show that 95 
per cent of the independent and 76 per 
cent of the chains encourage their man- 
agers to take part in civic activities. On 
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their face the figures indicate greater 
civic mindedness on the part of the inde- 
pendents but probably should not be so 
interpreted since the independent mer- 
chants answering the question do not 
want to admit that they themselves do 
not encourage civic activities. On the 
other hand one-fourth of the chain store 
managers feel that their companies do 


Taste IV. MEMBERSHIPS AND OFfFIcEes IN ORGANI- 
zATION HELD By CHAIN STORE MANAGERS AND 
INDEPENDENT MERCHANTS 
(Expressed as average per man) 








Chain 
Store 
Man- 
agers 


Inde- 
pendent 
Mer- 
chants 





Membership in Civic Organizations |_ 1.33 1.26 

Offices in Civic Organizations .§2 .49 

Membership in Service Organiza- 
tions .48 54 

Offices in Service Organizations 33 .28 

Membership in Religious and Wel- 
fare Organizations 

Offices in Religious and Welfare Or- 
ganizations .18 (3g 


1.06 1.13 











not properly encourage local activities, 
and that they do not properly support or 
“back up” the managers. This and not 
the answer of the independents’ appear 
to be the significant fact obtained from 
this question. The answers to the next 
question show that more independent 
merchants than the chain stores limit 
the civic activities of their managers. 
This answer may appear to duplicate the 
preceding one but was obtained to an- 
other question.’ The figures in the next 
line in the table show that approximately 
the same percentage of each type of store 
allows its men to take time off for civic 
activities. This usually is limited by the 
statement “‘so long as the business does 
not suffer.” 


4 The first question: “What is attitude of the com- 
pany to such activities?” and the second: “Are activi- 
ties of manager limited by the company?” 


In regard to contributions, the chains 
much more frequently pay membership 
fees in civic and service organizations for 
their managers than do the independents. 
A slightly larger percentage of the in- 
dependents than the chains make con- 
tributions to civic and service funds but 
the chains make somewhat larger con- 
tributions. In the encouragement of em- 
ployees other than managers to partici- 
pate in the civic activities independents 
and chains make the same showing. 

So far as the data in Table III show, 
the chain store managers and indepen- 
dents are equally good citizens. On only 
three factors are the percentages ma- 
terially different. On two of these— 
limiting civic activities of managers; and 
paying membership fees in civic and 
service organizations—the chains make 
the better showing; and on one—en- 
couraging managers to take part in civic 
activities—the independents make the 
better showing. 

The data in Table IV show that both 
independent merchants and chain store 
managers are good “joiners.” The inde- 
pendent merchants and chain store 
managers belong to an average of 2.9 
Civic, service, religious, and welfare or- 
ganizations. 

Once a member of an organization the 
chain store manager is a slightly more 
active member than is the independent 
merchant. This is shown by the larger 
proportion of offices held. A slightly 
smaller proportion of chain store man- 
agers belong to service, religious, and 
fraternal organizations, yet a larger pro- 
portion of them hold offices in such or- 
ganizations. The greater activity of chain 
store men in local organizations is suf- 
ficient to deserve comment. This greater 
activity may come from the fact that 
many chains encourage their managers 
in such activities and rate them on their 
participation; or it may come from the 
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fact that chain store managers are some- 
what younger than the independent mer- 
chants; or that they possess somewhat 
more initiative. 

In regard to home ownership, 82 per 
cent of the independents own their 
homes, whereas only 27 per cent of the 
chain store managers own homes in the 
cities where they are located. This dif- 
ference is probably largely accounted for 
by the fact that the chain store managers 
are often moved from town to town. 
Some chains realize the importance of 
having their managers live permanently 
in the same communities. On the other 
hand, the hope of promotion is one of the 
chief incentives to efficiency. Chain store 
executives say that it is unfair to keep a 
manager in a small store when he has 
demonstrated his ability to manage a 
larger store located in another city. 

As far as the data gathered in this part 
of the survey shows, chain store man- 
agers and independent merchants are 
equally good citizens. 


Civic LEADER INTERVIEWS 


The civic leaders interviewed are the 
men and women who manage the civic 
and welfare organizations and raise the 
money to support them. These leaders 
include bankers, newspaper publishers, 
secretaries of chamber of commerce, man- 
agers of community chests, Y.M.C.A. 
secretaries, secretaries of ministerial al- 
liances, brokers, real estate men, and 
manufacturers. They include men who 
have solicited funds for various kinds of 
organizations for many years and know 
what various men, and stores give. They 
know how much time the chain store 
managers and independent merchants 
give to “campaigns” and “drives,” what 
offices they have held in civic and pub- 
lic bodies; and on what committees 
they have been active. Independent re- 
tailers and chain store men, who are 


civic leaders, were not interviewed. 

“Big” stores—Among the “‘big”’ stores 
the chains are reported to be fully as 
good and in some cases better citizens 
than the independents in nine of the 
fifteen towns. No comparison can be 
made in one town because all the “big” 
stores are operated by chains. In these 
nine towns the chains give as liberally to 
community funds and their managers 
are, perhaps, more active than the inde- 
pendent merchants in community affairs. 
The chain managers serve as officers in 
chamber of commerce, head community 
chests, are campaign workers on Y.M.- 
C.A. drives, solictors on relief cam- 
paigns, and teach Sunday School classes. 

In six of the fifteen towns, the 
chains have improved their citizenship 
rating during the past few years, but are 
not yet quite equal to the independents. 
Some comments from the six cities 
where the chains are not rated as highly 
as the independents may be interesting. 
In one town the failure of the chains to 
equal the independents is caused partly 
by the fact that the largest store in the 
town is owned by a small chain which is 
“decidedly not community minded.” 
Moreover, civic leaders doubt if the re- 
maining chains contribute as much in 
proportion to their sales as do the inde- 
pendents. In the other five towns, the 
contributions of the independents’ are 
not matched by the chains. In one of 
these towns, the four largest chain stores 
and the four largest independents con- 
tribute to the community chest in the 
ratio of 4 to 6 and the sales volume of 
the four chains is thought to be about 
equal that of the four independents. If 
this is so, the independents contribute 
approximately 0.083 per cent of their 
sales while the chains contribute approxi- 
mately 0.053 per cent of their sales to 
the community chest. In one town the 
chain department stores contribute only 
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one-fourth as much to the chamber of 
commerce as do the independent depart- 
ment stores and it is thought that the 
sales of the chains are as large as those 
of the independents. In another town it 
is estimated that the chains give only 
4© per cent as much in proportion to 
their sales to charitable organizations as 
do the independents. In another town 
the chains give the community chest the 
sums asked of them but this is thought 
to be a substantially smaller percentage 
of sales than is given by the independents. 
For example, the largest independent 
gives $250 and the largest chain, with 
sales estimated at three times as large, 
gives $100.° In this town the chains give 
little to special or extra “drives.” 

The “big” chain stores appear to make 
a better showing in the civic activities of 
their managers than in their money con- 
tributions. It will be remembered that 
24 per cent of the chain store managers 
said that their companies do not properly 


encourage civic activities. In this con- 
nection it should be stated that some 


5One problem in rating the contributions of the 
chains and the independents was the absence of sales 
figures. The Census published such figures for the larger 
towns in 1929 but not for 1939. Most of the civic leaders 
felt that the 1929 figures were no longer applicable. 
In setting quotas for community chest and other drives, 
the figures are often based on past contributions, esti- 
mated sales, and estimated capacity to give. In rating 
the two types of stores, the civic leaders had to esti- 
mate their sales. 

In one city, the chamber of commerce expressed the 
opinion that the chains were carrying their share of the 
support of the organization. Later the figures were 
tabulated and showed that the chains contributed 33% 
of the total contributed by all retailers. This is thought 
to be about the proportion of business done by the 
chains in the City. The figures tend to verify the ac- 
curacy of the secretary’s estimate. 

In one town the secretary of the chamber of commerce 
said the chains were supporting his organization fully 
as well as were the independent retailers. He then com- 
piled the figures which showed that the retail merchants 
of the town contribute 35 per cent of the chamber’s 
income and that the chains contribute 30 per cent of 
the total contributed by all retailers. This indicated 
that the chains are contributing approximately as well 
on the basis of their sales as are the independents. 


chain store managers are reported to 
have been very fine citizens before their 
companies launched public relations pro- 
grams. In raising money for community 
chests, the chain store managers appear 
to be more active than the independents. 

The rating of an individual store often 
changes when the manager changes. A 
public spirited manager is active and 
gives his store a good citizenship rating 
while a manager who is not civic minded 
gives his store a poor rating. One criti- 
cism of many chains is that they change 
their managers too often. 

In only a few towns was there any un- 
favorable criticism of the civic activities 
of the managers of the “big” chain 
stores. In one town they work on regular 
drives such as the community chest but 
do not help on “special drives.”” In an- 
other town they work fairly well but are 
said to want commendation in the papers 
for every little thing they do. Their 
activities seem to be prompted more by 
home office public relations programs 
than by any desire to participate in civic 





There is, however, an interesting sidelight. There are a 
dozen chain stores in the town but one-half of the total 
contributed by the chains comes from one store. The 
chamber of commerce operates a credit bureau on a 
non-metered basis. This store made such large use of the 
bureau that the chamber of commerce insisted that it 
increase its contributions in line with the services re- 
ceived. 

The manager of one community chest said that he 
thought the chains were contributing to the chest fully 
as well as the independents. He later compiled the 
figures and found that the chains donated over 40 per 
cent of the total retail contribution. The chains are not 
thought to do quite so large a proportion of the retail 
business in the town; so the accuracy of the manager’s 
answer was verified. Chains and independents combined 
contributed less than 10 per cent of the total collected 
by this chest. 

In another city the manager of the community 
chest said the chains were paying their full share. He 
later compiled figures showing the chains making a 
48 per cent of the total retail contributions, which is 
probably somewhat larger than their proportion of sales. 

None of these figures include contributions by whole- 
salers. 
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affairs. “Their hearts do not seem to be 
in their work.” This was said to be in 
marked contrast to the better inde- 
pendent merchants. Several civic leaders 
say: “The chains are purely objective in 
their giving. They want to know the 
least amounts they can get by with.” In 
contrast to this, the head of the com- 
munity chest in one town says that chain 
store managers are carrying out instruc- 
tions but that they enjoy the work and 
“have their hearts in it.” 

“Little” stores—The “‘little’” chain 
stores are almost unanimously said to be 
poor citizens, if not “parasites,” and this 
in spite of the fact that some are operated 
by companies with nationally known 
names. In some towns they contribute 
money to community organizations as 
well as do similar independent stores but 
the managers of such chains are prac- 
tically never community leaders, while 
quite a number of similar independents 
are outstanding citizens of their com- 
munities. The managers of some com- 
munity chests opened their books and 
showed that the “little” chains contrib- 
ute as well on the average as do similar 
independents. Annual contributions of 
these little stores vary from nothing to 
$50. 

One community leader with much 
experience in raising money says that 
the managers of the “‘ittle’”’ chains are 
no good and adds that he has about given 
up soliciting their headquarters as the 
money received is hardly worth the ef- 
fort required to get it. “It usually takes 
two or three letters and if we are success- 
ful we get only $3 or $4.” In another 
town, a civic leader has several little 
chains as tenants. When they sign their 
leases, he asks them about their contri- 
butions and they promise to make con- 
tributions “out of friendship for me, but 
it takes a lot of soliciting, a lot of remind- 
ing of their promises, and a lot of writing 


to headquarters to get anything from 
them.” Another civic leader, a manu- 
facturer who sells his product very 
largely through his own chain—and a 
fairly large one—says that his own man- 
agers are not civic minded. He is trying 
to stimulate them along this line but says 
that they have a long way to go before 
they are active citizens. A man who 
managed “‘little” chain stores for several 
years says that he never once received 
instructions to take part in civic activi- 
ties. The most favorable comment about 
the “little” chains was made by a cham- 
ber of commerce executive who says that 
they are beginning to show signs of 
awakening to their civic duties. 

Drug Stores—One large drug chain 
has a public relations program and its 
stores are rated good or fair in different 
towns depending upon the local man- 
ager’s attitude. Stores operated by an- 
other large chain are given a poor or fair 
rating in the towns where they were en- 
countered. A local chain operating in one 
town is given a good rating. Most of the 
other chain drug stores encountered 
were rated as poor citizens of their com- 
munities. The independent druggists are 
rated little if any better. The small inde- 
pendent druggist works such long hours 
that he has little time for civic activities. 
There are, however, many independent 
druggists who operate somewhat larger 
stores, who have more free time, and 
some of these are active in civic affairs. 

Grocery stores—In the towns surveyed 
the grocery chains as a whole have a 
somewhat better citizenship rating than 
the independent retailers because of the 
contributions in time and money of their 
overhead organizations (the owners and 
district managers of some of the local 
chains; and the district, regional, ware- 
house, and factory managers of the 
national chains in some towns). However, 
if only the retail stores are considered, 
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the independents have the better rating. 

The financial contributions of the 
chains in several towns are larger than 
those of the independents when figures 
on a store basis but smaller than those of 
the independents when computed on a 
sales volume basis. 

Most independent grocers operate 
small stores and cannot be expected to 
make large contributions to community 
funds. The majority of them have limited 
capacity for community leadership. In 
most towns, however, there are a few 
independent grocers who are active in 
civic affairs. In one town an independent 
grocer is listed as one of the first five 
civic leaders of the town. In another town 
an independent grocer is president of the 
chamber of commerce. On the other 
hand, relatively few managers of chain 
grocery stores are acti e in community 
affairs. The activities of the chain store 
managers appear to depend somewhat 
on the policy of their home offices. In 
only one town were the managers of 
stores operated by either of two large 
national chains mentioned as commu- 
nity leaders. A third large chain, however, 
appears to encourage its managers to 
participate in community affairs, and 
some of its store managers are reported 
to be active in civic affairs. In one town 
this chain gave a list of its store man- 
agers to the chamber of commerce with 
the request that they be put to work. 

If we consider only the retail stores, 
the independent grocers outrank the 
chains. But if we consider the contribu- 
tions in money and time given by the 
owners and district and regional man- 
agers of the chains, they have the edge. 
However, if we include the contributions 
made by the overhead organizations of 
the chains, we should also include the 
contributions of the wholesale grocers 
with those of the independents. The 
chain store warehouse performs the 


wholesale function and the chain store 
supervisors or district managers are often 
said to correspond to the salesmen of the 
wholezale grocers. If we credit the con- 
tributions of the chain’s overhead or- 
ganizations to the chains, we should 
credit the contributions of the wholesale 
grocers to the independents.® To illus- 
trate, in one town it is said that the 
chains give more money to organizations 
like the Red Cross and Boy Scouts than 
do the independent grocers, but there 
are many independents in the town 
operating voluntary stores under the 
sponsorship of a local wholesaler who 
makes substantially larger contributions 
to local charities than any of the chains. 
When his contributions in time and 
money are included with those of the 
independents, they make the better 
showing. 

When the wholesalers’ contributions 
in time and money are added to those 
of the retailers, the showing of the latter 
is better than that of the chains. 

Other types of stores —It is difficult to 
compare independent and chain filling 
stations since it is not usually known 
which are operated by chains and which 
by independents. Filling station opera- 
tors for the most part have modest in- 
comes and are not. expected to make 
large contributions to community enter- 
prises. The district managers of oil com- 
panies are reported to be active in com- 
munity affairs in some towns.’ In one 
city it was said that a fair contribution 
could be obtained from the oil people by 
getting them all together in one room 
and letting each one know what the 


6 This raises a nice question when the wholesalers 
operate chains. In one town, there is a very public 
spirited concern which operates a chain of wholesale 
houses covering a radius of several hundred miles. The 
civic leaders of the town consider this concern as an 
“«ndependent.” 

7 In some Texas towns the oil companies are reported 
among the most generous contributors to local organ- 
izations. 
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others are giving. “They will come out 
of such a meeting with a pledge that 
looks respectable for the trade. However, 
I have never found any other way of 
getting them to give much to any cause.” 
Stores operated by the large tire chains 
are reported as good citizens. 

The chain store in the small town.— 
Conditions in the small towns differ from 
those in the larger towns. Towns of less 
than 4000 population do not usually have 
chambers of commerce with full-time 
paid secretaries, nor organized com- 
munity chests. Community matters are 

sponsored by chambers of commerce or 
civic clubs with non-paid officers, by 
service clubs, by committees of business 
and professional men without definite 
organizations, or by schools and churches. 
Most of the chain stores in these towns 
sell foods or variety goods. In the four 
towns of this size surveyed, there are 16 
chain stores: 10 grocery (6 operated by 
national chains and 4 by smaller chains) ; 
5 variety stores operated by local chains; 
and 1 lumber yard. Contributions to 
civic funds are relatively modest in these 
towns. For this reason it would appear 
that the chain organizations would be in 
a position to make a good showing; and 
in money contributions, the chains do 
almost as well as similar independent 
stores. However, it is usually necessary 
to write the chains’ headquarters to get 
the money. This involves delay. One 
leader says: ““This takes so long that 
often, if we want only small contribu- 
tions, we don’t bother.”” Another leader 
says: ““The chains don’t give, we have to 
collect their dues.” In one town the 
chains contributed to the centennial 
celebration and to a fair but only the 
lumber yard helped organize a bank after 
the town had been bankless for ten years. 

On the whole the chain store managers 
are not as active citizens as independent 
merchants operating similar stores. ‘““The 


managers are changed too often” is an 
oft repeated comment. Of the 16 chain 
store managers, only three are regarded 
as leading citizens—the manager of the 
lumber yard, and managers of two 
variety stores. No chain grocery man- 
ager is classed as a leading citizen al- 
though some of the independent grocers 
are so classed. This in spite of the fact 
that some of the chain grocery managers 
are “local boys.” 

The common opinion of civic leaders 
in these small towns is that the towns 
could not exist without the chains as 
their low prices are necessary to attract 
the farmer trade. On the other hand, one 
civic leader expressed the opinion that 
the towns would not exist if all the 
stores were operated by chains for the 
chains operate their stores only for 
profit; feel no responsibility for keeping 
the communities alive; and “pull” their 
stores out of a town as soon as they be- 
come unprofitable. The local business 
men assume the responsibility for keep- 
ing the towns going. 

Improvement in the citizenship of the 
chains —Some towns report that the 
chains have obtained their good standing 
only during the past few years. Some 
civic leaders say that the improvement 
came some Io or I2 years ago or that it 
started then and has gradually improved 
since. Others report a marked improve- 

ment during the past 3 to 6 years. Some 
chains became active in their public re- 
lations work following the anti-chain 
propaganda and hostile legislation of the 
1920’s. The public relations work has 
been greatly stimulated in some towns 
since the organization of state chain 
store councils about 1936.° 

Some chain store men were “leading 


8 In one city, where the chains are said to be “fully 
as good if not better citizens” than the independents, 
they are said to have been as good 15 years ago as they 
are today. 
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citizens” without encouragement from 
their employers. Several leaders in one 
town mentioned the manager of a variety 
chain who came to the town several 
years before the opening of other types 
of chain stores. This man is remembered 
as a leader of civic and church life. He 
taught a bible class tor years. He bought 
his own home and continued to live in it 
after he retired. He had such a fine char- 
acter and was so well liked that he 
created the impression in the community 
that chain store men were fine citizens. 
Department, grocery, apparel, and drug 
chains came to the town later and their 
managers did not live up to the standard 
set by thevariety store manager. Thechain 
stores lost their fine reputation and have 
only won it back during the past few years. 

General comments of civic leaders.—Some 
of the comments of civic leaders are 
worth repeating. An oft repeated one is 
that when asked for money the chains 
“pass the buck” back and forth between 
the store manager and the home office. 
It is said that few chains set aside a cer- 
tain percentage of sales for contributions 
and give the store manager a free hand 
in allocating it. 

Several leaders made the adverse criti- 
cism that the chains too often make flat 
contributions to local funds on a store 
basis rather than on a sales volume basis. 
This is felt to be unfair in the towns 
where they have larger stores. 

It is frequently said that the chains 
support established organizations, like 
chambers of commerce and community 
chests very well but that they refuse to 
subscribe to special drives such as those 
to secure new industries. In one case, the 
business men of the town were organizing 
to help farmers who were hard pressed 
for labor by loaning them their employees 
who had had farm experience. No chain 
store man was on the organizing com- 
mittee. In another case, a new mine was 


opened in an area having no improved 
road to the town. It was necessary to 
raise money to improve a section of this 
road if the town was to share in the trade 
of the miners. The money was raised and 
the road improved but no chain store 
made a contribution. 

A banker says that the chains carry 
satisfactory balances but never borrow 
money locally. Another banker says that 
a large chain offered to borrow at 13 per 
cent but the offer was refused as the bank 
was charging the local merchants 5 per 
cent. A third banker accepts chain store 
loans at this rate. A real estate man says 
the chains are better tenants than the 
independents. 

In one case the manager of a chain de- 
partment store was such a poor citizen 
that the chamber of commerce com- 
plained to the chain’s headquarters with 
the result that this manager later became 
one of the most active community 
leaders in the town. The secretary of 
another chamber of commerce says: “‘if 
a chain store man tells me that he won’t 
do what I ask him to do, I know that he 
is mistaken for J can go over his head and 
have him instructed to do it.” 

A frequent comment was that the 
chain store managers and independent 
merchants work well together; that there 
is no friction between them. Some say 
that the chain store managers are better 
trained than the independent merchants. 
Some say that the chains have improved 
the standard of merchandising in their 
towns. Some leaders say the chains are 
good for the town as they keep prices 
down and so attract trade. Others say 
that the chains are desirable as they seem 
to be able to get more goods than the 
independents (1943). One says that in 
his town the grocery chains carry more 
complete stocks of fresh fruits and vege- 
tables the year round than do the inde- 
pendents. 
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One leader says that a chain store man 
will never take sides in a controversial 
issue whereas an independent merchant 
often becomes a leader in such an issue. 
The point these leaders make is that 
progress often involves controversy. 


ProposEeD PLANS FOR HANDLING 
DoNATIONS 


Some chains create goodwill among 
the civic leaders by bringing in their 
contributions voluntarily before solici- 
tors call on them. On the other hand, 
many chains create a /ot of ill will by de- 
lays and time consumed in “writing 
headquarters.”” A chain store operator 
says: ““We know that these campaigns 
are coming up and it takes no more time 
to plan our contributions in advance 
than after the requests come in. I keep 
after my district and store managers to 
get their requests in in advance so that 
we will have the checks ready on the 
days the campaigns start.” 

Chains are often criticized for not 
basing their contributions on the store’s 
sales. On the other hand a fixed percent- 
age of a store’s annual sales would lead 
to increased contributions in good years, 
when less money is needed, and smaller 
contributions in bad years, when relief 
needs are greater. 

One proposal to meet the situation is 
that merchants plan their contributions 
in advance considering both the sales of 
the individual stores and the needs of 
the community. In order to tie the dona- 
tions to the size of the store, a definite 
percentage of sales might be set aside 
each year but this amount would not 
always be spent during the year. In good 
years a part of it should be set aside in 
a reserve fund to be used in depression 
years when sales are smaller but when 
the needs of the community are greater. 

Another proposal is that the merchant 
base his donations on the moving aver- 


age of his sales for several years. For 
example, he might base his donations for 
the year 1944 on the store’s average sales 
during the past four years or upon these 
and the expected sales for 1944. This 
method would tie contributions to sales 
but would avoid sudden increases and 
decreases which might cause questions 
and complaints among the recipients 
when contributions were decreased. 
Having established the sum for the 
year, for each store, or town, the company 
should give the local store or district 
manager considerable freedom in spend- 
ing it. If the manager has not had this 
authority in the past, he should be given 
some instruction in how to divide the 
sum between recognized organizations 
(such as community chest, Red Cross, 
chamber of commerce, etc.) with a sum 
to be reserved for special “‘causes’”’ and 
“drives” that come up during the year. 


CONCLUSIONS 


One duty of a good citizen is to do his 
job well. Both consumers and civic 
leaders say that the chains operate good 
stores; that their prices draw trade to 
their towns and that their operations 
have caused the independent merchants 
to operate better stores. 

The great majority of the consumers 
have no definite opinions as to the citi- 
zenship of the chain stores as contrasted 
with that of the independents. Of the 22 
per cent who believe there is a difference, 
three-fourths think the independents are 
the better citizens. 

The chains have greatly improved 
their citizenship rating during recent 
years, although the public seems to be 
only partly aware of their reform. The 
chains have attained their improved 
rating largely as a result of the activities 
of the variety chains, the national and 
some of the smaller department store 
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chains, and some of the grocery chains.° 
The facts in summary: 

“Big” stores—in time devoted to civic 
activities, the chain store managers are 
slightly better than the managers of in- 
dependent stores; but in money contri- 
buted, the chain stores are not so good as 
the independents. 

“Little” stores—may give as much 
money to established welfare organiza- 
tions as similar independents but they 
exasperate the civic leaders by the 
trouble of collecting it and they contrib- 
ute very little to special drives and 
funds. The managers of “‘little’’ chain 
stores take little or no part in community 
activities while some of the “little” 
independents are active community 
leaders. 

Grocery stores—contribute money to 
community enterprises approximately as 
liberally as the independent retailers. 
However, when the contributions of the 
wholesale grocers are credited to the 
independents, the latter appear to do as 
well as or better than the chains. More 
independent grocers than chain store 
managers are community leaders. 


® Stores operated by national tire chains are generally 
reported as excellent citizens but these stores seem to 
have attracted relatively little attention from the civic 
leaders in the towns surveyed. 


The records of the drug chains and oil 
companies are spotty. 

The chains are much better citizens of 
the communities where they operate 
than they were 10 years ago, although, 
as a whole, their rating is not yet equal 
to the independents. The chains reported 
as good citizens are mainly those operated 
by large companies with public relations 
departments and by small companies 
whose owners are ““community-minded.” 

The chains as a whole seem to be doing 
a good job of publicizing ‘their commun- 
ity activities. It is not unusual to have 
the civic leaders of a town, who do not 
handle the money, say that the chains 
are fine citizens, fully as good as the inde- 
pendents; but to find that their financial 
donations are considerably smaller in 
proportion to sales than are those of the 
independents. 

When a man “reforms” the question 
is: will he “stick” or will he “backslide’’? 
The chains have attained a fair rating as 
citizens of the communities where they 
operate, even though the public is not 
fully aware of it. Are they satisfied with 
their improved rating? Will some of the 
“converts” “‘backslide” as soon as they 
think their “battle” is won? Or, will they 
keep on improving until they are rated as 
equal to or better than the independents? 
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WILL GRADE LABELING PAY? 


V. W. KEBKER 


HIS note summarizes the results of astudy 
Ter the probable reactions of housewives in 
Lawrence, Kansas, to the labeling of com- 
mercially canned fruits and vegetables ac- 
cording to the A, B, and C grades promul- 
gated by the Agricultural Marketing Service 
of the U. S. Department of Agriculture. The 
survey was conducted by a University of 
Kansas class in Market Research and was in- 
spired by the paucity of information from 
consumers in trade discussions of grade 
labeling.! $ 

An effort was made to contact individuals 
on the same economic levels as those inter- 
viewed for the National Canners Association. 
Lawrence was zoned by economic levels ac- 
cording to criteria furnished by Mr. Roper. 
Each student was then assigned the specific 
block in which he was to obtain each inter- 
view. The student interviewer could, how- 
ever, change the presumptive income classifi- 
cation of any family if his observation of the 
family’s circumstances led him to believe 
that it differed from the economic level as- 
sumed. 

The distribution of interviews by economic 
levels is shown in the table. Of the 270 
women interviewed, 91 per cent were meal 
planners, 6 per cent were auxiliary meal plan- 
ners, and 3 per cent were non-meal planners. 

The housewives’ previous experience with 
grade labeling was the first point of inquiry. 
Three Lawrence stores sell graded canned 
goods under six of their private brands. 
Fifty-nine of the women who were inter- 


1Elmo Roper did not investigate the competitive 
aspects of grade labeling in 4 Study of Certain Attitudes 
Toward Canned Fruits and Vegetables, National Can- 
ners Association, Washington, D. C., June, 1941. 


viewed, or twenty-two per cent of the total, 
stated that they had purchased canned goods 
in some of these stores during the preceding 
week, or named one of the six graded brands 
of canned goods among the brands of canned 
goods that they purchased frequently. Of 
these fifty-nine women: 


36 per cent did not know that they had purchased 
graded goods; 

17 per cent knew that they had purchased graded 
goods but said that the grade did not influence 
their selection; 

47 per cent said that the grade did influence their 
selection. 


One hundred and ninety women, or 
seventy per cent of the total, did not during 
the preceding week patronize any of the 
stores that handle graded canned goods, nor 
did they name any of the graded brands 
among those they purchased frequently. 
Twenty-one women, or eight per cent of the 
total, erroneously reported that the brands 
they purchased were graded. The confusion 
of these women may be attributed to two 
factors. First, some of the interviewers failed 














Esti- 
Per mated 
Economic Numb Cent | Propor- 
Level a of | tions for 
Total | Law- 
rence 
A Well-to-do 15 5 5 
B Upper middle class 4 20 25 
C Lower middle class 134 50 50 
D Poor 38 14 12 
N Negro 29 II 8 
270 100 100 
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to explain grade labeling briefly before asking 
any questions, as they were instructed to do. 
Second, some degree of error is to be expected 
in an opinion survey about an unfamiliar 
subject. The writer believes, nevertheless, 
that the conclusions of the survey presented 
in the answers to the following questions are 
valid because the conclusions are supported 
by @ priori reasoning.” 


Witt THE ApopTion oF GRADE LABELING 
IMPROVE A BRAND’s COMPETITIVE 
PosITION WITH ITs PRESENT 
CusToMERs? 


That grade labeling may improve the de- 
fensive position of a brand whose quality has 
been correctly represented in the past, seems 
to be substantiated by the fact that sixty-six 
per cent of the women who were interviewed 
stated that statements of grade on the labels 
of the “ungraded brands that they use now 
and find satisfactory’ would make these 
brands seem more reliable. However, the 
adoption of grade labeling would confer no 
tangible advantages to the seller, and Grade 
B or Grade C designations might reduce 
sales to customers who thought that they had 
been buying better merchandise than the 
grade marked on the can indicated. 

The owner of the brand could not, however, 
successfully charge more money for his 
product just because he adopted grade 
labeling,* since forty per cent of the women 
interviewed said that they would not be 
willing to pay one cent per can more for their 
present brands just because they were 
graded.‘ The proportion of women who ex- 
pressed a willingness to pay one cent per can 
more if their present brands were graded is as 


2 In order to save space, neither the questionnaire, 
nor a complete tabulation of the answers is presented 
in this note. Anyone who wishes to see these materials 
may obtain them from the writer—Box 163, Gaithers- 
burg, Maryland. 

* OPA’s restrictions upon price changes are not con- 
sidered because the survey was conducted before the 
General Maximum Price Regulation was issued. 

‘ The proportion consistently said “no” for all three 
grades. 


follows: Grade A, forty-eight per cent; 
Grade B, thirty-three per cent; Grade C, 
seventeen per cent. It appears that even the 
price of Grade A brands could not be raised 
without disastrous reductions in sales. 

In the case where brands would be Grade 
B or Grade C there is the possibility that 
some customers might have been purchasing 
brands in the belief that the quality was 
higher than the grade label would reveal. 
Such women might become disappointed and 
cease buying the brand even though the 
price were not changed. This danger, how- 
ever, is slight if the quality of the brand has 
been accurately represented to the buying 
public in the past, as indicated by the fact 
that seventy-three per cent of the housewives 
said that they would continue to buy their 
present brands if they were labeled Grade B, 
and forty-nine per cent said they wouid con- 
tinue to buy them if they were labeled Grade 
C. These over-all proportions do not reveal 
the differences between economic levels. For 
instance, sixty per cent of the well-to-do 
housewives said that they would continue 
to use their present brands if they were 
labeled Grade B, while ninety-seven per cent 
of the negro housewives said that they would 
continue to buy their present brands if 
labeled Grade B. Only forty per cent of the 
well-to-do housewives said that they would 
continue to use their present brands if they 
were labeled Grade C while eighty-three per 
cent of the negroes said that they would 
continue to use their present brands if 
labeled Grade C. In view of the qualities that 
women in the several economic levels ac- 
tually buy now, the adoption of grade label- 
ing for the brands they are buying now would 
not result in any substantial shifting of 
patronage. 

It seems reasonable to predict therefore 
that the adoption of grade labeling would 
not greatly stimulate sales of well-known 
advertised brands of canned goods which 
are sold on the basis of superior quality even 
if they are Grade A, and probably would be 
detrimental if they are Grade B. Neither 
would the adoption of grade labeling permit 
the prices of these brands to be increased. 
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Witt Grape Lasetinc Hep to SELL 
Branps To New CustToMeErs? 


Housewives were asked “‘would you change 
from the ungraded brand that you use now 
to an unfamiliar brand if the unfamiliar 
brand had Grade A on the label?” This 
question was repeated for each of the other 
two grades and was asked for three sets of 
competitive conditions: (a) if the two brands 
were sold at the same price; (b) if the un- 
familiar brand were a cent cheaper; (c) if the 
unfamiliar brand were two cents cheaper but 
offered for sale at “another store that is con- 
venient.” The percentage of women who 
may be expected to recognize and to try as 
an experiment an unfamiliar graded brand 
of canned goods instead of the ungraded 
brand they are using at the present time is 
presented for each of the specified competi- 
tive conditions in the following table.® 











Grade on the 
Unfamiliar 
Brand 


A B Cc 
If both brands were the same price 33 22 12 
If the graded brand were one cent 


Competitive Conditions 





less 36 28 17 
If the graded brand were two cents 
less at another convenient store 31 25 15 





This evidence indicates that chain stores 
are using sound strategy when they grade 
the private brands they sell in competition 
with the nationally advertised brands that 
they also carry. The evidence also indicates 
that a wholesaler might increase the sale of 
his private brand of canned goods by adopt- 


’ The percentages given in the table are only forty- 
seven per cent as large as the percentage of women who 
gave affirmative answers to the questions. This correc- 
tion is made because it is one thing for a person to say 
that he will do something and quite another thing to 
do it. However some estimate of this discrepancy is 
possible. The questions concerning the women’s present 
buying habits reveal that only 47 per cent of the women 
who had purchased graded brands of canned goods said 
that their selection of the brand had been influenced 
by the fact that it was graded. In the absence of any 
better criterion, this same percentage may be used to 
estimate the proportion of women that might be ex- 
pected actually to recognize and to try the graded 
brand if they were presented with the opportunity. 


ing grade labeling in case he is meeting or 
beating the prices of competitive brands of 
canned goods that the grocers are stocking. 
The canners who are trying to build a reputa- 
for their brands by maintaining continuous 
government inspection of their plants and in 
labeling their top brand U. S. Grade A are 
also using a technique that is approved by 
these findings as long as their brands can be 
sold by the retailer at the same or at lower 
prices than competing brands. Grade labeling 
will serve the packer of well-known na- 
tionally advertised brands chiefly as a defense 
against the grade labeling of competitors, 
and even then only if the nationally adver- 
tised brand will be Grade A.* 


Wit Grape Reptace BRANDS AS THE BASIS 
BY Wuicu WomeEN SELEcT THEIR 
Cannep Goops? 


Grade labeling probably will not replace 
brands as the basis by which women select 
their canned goods because they recognize 
that there may be differences between vari- 
ous brands of the same grade. Eighty-two 
per cent of the housewives interviewed knew 
that they could not expect all brands of the 
same grade to taste alike. However, grade 
labeling will make price competition more 
severe if it is widely adopted because only 
109 women, or forty per cent of those inter- 
viewed, could think of any reason why they 
might prefer to pay one cent more for one 
graded brand than for another if both were 
the same grade. 

Of the 109 women who did think of some 
reason for preferring the higher priced brand: 

$9 per cent stated that they might prefer it for 

reasons of quality or flavor. 

13 per cent indicated that advertising and brand 

reputation would determine their choice. 

3 per cent gave irrelevant answers. 

26 per cent failed to state their reason. 


® Neither will grade labeling be effective in regaining 
the patronage of customers who have had unsatisfactory 
experience with a particular brand. The housewives 
were interrogated about retrying brands that they had 
tried and had not liked. The percentage of women who 
said that they would not try the brand again if they 
saw it on the grocer’s shelf labeled according to grade 
are: Grade A, 50 per cent, Grade B, 62 per cent; Grade 
C, 82 per cent. 
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Stated another way, only twenty-four per 
cent of all the women interviewed stated that 
they might regard the quality and flavor of 
one brand that was labeled Grade B suf- 
ficiently better than another brand of the 
same grade to be willing to pay one cent a 
can more for it. This indicates that those 
canners may be correct who contend that 
grade labeling will lead to competitive deg- 
radation of quality so that each brand 
barely meets the minimum requirements of 
its grade. 


Do Women Have A Preyupice AGAINST 
Grape C? 


Women do have a prejudice against Grade 
C but the experience of stores handling 
graded goods indicates that it is easily over- 
come. However, it must be recognized that 
an educational problem exists because more 
than one-third of the women who were inter- 
viewed said that they would not use Grade 
C at all. The answer to questions on the 
women’s actual buying habits reveal that 
not a few of these women are now using 
brands that represent Grade C merchandise. 

An equally significant finding is that only 
a minority of the housewives vary the 
quality of the canned goods they buy accord- 
ing to the use they make of them (excluding 
company and party uses). About one-third of 
the women indicated that they would use 
Grade C for purposes where appearance is 
not a factor.? The proportion of women who 
would use Grade C for all ordinary purposes 
ranges between one-fifth and one-third. 


ConcLusIONS 


Grade labeling will not help to sell well- 
established brands. The owners of nationally 
advertised brands probably will find that it 
is a mistake to adopt grade labeling even for 
defensive reasons unless their entire pack 
can be labeled Grade A. 

Grade labeling will, however, help to sell 
unfamiliar brands. The owners of private 


7 This is significant because the attributes by which 
grade is determined influence the appearance of the 
pack more than they influence its flavor. 


brands who want to push them at the ex- 
pense of nationally known brands may find 
that grade labeling provides an effective way 
to convince the public that their private 
brands are as good as the better known 
national brands that customarily sell for 
higher prices. The promotion of grade label- 
ing, however, conveys nothing exclusive or 
distinguishing but rather serves to standard- 
ize the offerings of competing sellers. There- 
fore, the only brand owners who will spend 
money in making an appeal that is likely 
to put competition on a purely price basis 
will be the ones who are confident that they 
can sell their brands as cheaply as anyone 
else offering comparable merchandise. The 
wide-spread adoption of grade labeling would 
standardize an important grocery line that 
now serves to differentiate many stores, and 
it would thus increase the vulnerability of 
canned goods to loss-leader price cutting.® 

Grade labeling therefore probably will not 
replace brands as the basis by which women 
select canned goods, but it will materially 
increase price competition if it is widely 
adopted. 

The answers in this survey reveal a pro- 
nounced prejudice against Grade C. It is 
more marked among the upper income 
groups, but it is substantial even among the 
poor, and drops to small proportions only 
among the colored people. This indicates 
that a campaign to sell the idea of grade 
labeling must also be a campaign to disabuse 
housewives of wrong notions concerning the 
quality and usefulness of Grade C. The 
answers of these women, nearly four-fifths of 
whom were unacquainted with grade label- 
ing, probably exaggerate the problem because 
the experience of the stores in the locality 
that are selling graded canned goods seems 
to indicate that the people who buy Grade C 
are the price-conscious buyers and that the 
stores encounter little difficulty in selling 
Grade C once customers learn that Grade C 
is the same wholesome food that they have 
always been accustomed to buying at low 
prices. 


* After the war when price ceilings are removed. 











TRADE ASSOCIATIONS AS ADVERTISERS’ 


Lawrence C. Lockey 
E. I. du Pont de Nemours & Company, Inc. 


WwW less opportunity for the use of ad- 
vertising to sell merchandise, and with 
the possibility of greater inter-industrial 
competition in the postwar period, the trade 
association becomes a potentially important 
factor in placing advertising intended to hold 
or to develop broad markets. It is natural, 
therefore, that advertising media should try 
to develop association advertising as an im- 
portant classification. 

The fact that the total volume of adver- 
tising placed by trade associations has been 
large over a period of years tends to obscure 
the fact that most association advertising 
campaigns have been small, and relatively 
short-lived. Moreover, a review of the ad- 
vertising records of trade associations since 
1920 will indicate the unstable nature of a 
good many association advertising cam- 
paigns.? 


Past ADVERTISING VOLUME BY TRADE 
ASSOCIATIONS 


During the period from 1920 to 1942, in- 
clusive, 231 associations advertised in the 
35 leading magazines. But of this number, 
only Ig associations advertised during more 
than 15 years. Table I will show the mor- 
tality among association advertisers. 

Out of these 231 cases of association ad- 
vertising, 131 associations advertised four 
years or less. 43.7% advertised more than 
four years. The picture here is not one that 
suggests a strong trade association activity. 


1 The writer is under obligation to Mr. Donald M. 
Hobart, Manager of the Division of Commercial Re- 
search, The Curtis Publishing Company, for permission 
to use materials he compiled when he was a member 
of the Division, and to Miss Grace Ottey, librarian of 
the Division, for help in compiling the figures used. 

* Figures on advertising placed by trade associations 
in magazines for the period 1920 to 1940 were compiled 
from unpublished records maintained by The Curtis 
Publishing Company, and are not elsewhere available. 
Figures for 1941 and 1942 are from Publishers Informa- 
tion Bureau. 


The inference that could logically be made 
is that a number of these associations were 
organized for the purpose of financing an 
advertising campaign and that many of them 
failed to survive the period of initial en- 
thusiasm. 

Although the total sum devoted to as- 


TaBe I. NumsBer or YEARS OF ADVER- 
TISING PER ASSOCIATION® 








Total Years of 
Advertising 


Number of 


Associations 





1 year or less 39 
2 years 29 
3 years 41 
4 years 22 
$ years 21 
6 years 12 
7 years 
8 years 
9 years 
IO years 
II years 
12 years 
13 years 
14 years 
1§ years 
16 years 
17 years 
18 years 
19 years 
20 years 
21 years 
22 years 
23 years 


a eee 


Total 231 





sociation advertising has been consequential 
from time to time, appropriations for as- 
sociation advertising have not been high, 
as Table II will show. It is interesting to 
notice that the number of advertising as- 


*The basis of inclusion was the expenditure of 
$20,000 or more for any one year during 1920 to 1942. 
Records of advertising expenditures never totalling as 
much as $20,000 in a single year were not maintained. 
It is believed that this limitation does not exclude 
many associations. 
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sociations appears to vary closely with 
general business conditions. 


Taste IJ. Votume or AssocraTIon 








ADVERTISING 
Number Total Medi 
Year A of Advertising E na 
550616- Volume xpen wure 
tions 
1920 43 $2, 584,027 $28 , 598 
1921 40 2,382,878 26,890 
1922 44 2,040,123 26,815 
1923 50 3,118,280 32,539 
1924 47 3,361,717 32,065 
1925 48 3,056,637 32,727 
1926 61 3,972,448 35,505 
1927 69 5,480,149 44,650 
1928 84 6,558,451 43,707 
1929 ' 86 6,500,577 42,086 
1930 77 5,426,250 35,625 
1931 66 45297 ,037 31,773 
1932 48 2,077,344 30,625 
1933 35 1,861,727 20,018 
1934 37 1,979,092 22,649 
1935 38 1,659,408 21,997 
1936 53 2,983,841 30,992 
1937 61 3,676,802 29,225 
1938 59 4,181,504 38,325 
1939 64 4,029,241 28,490 
1940 71 4,908,035 31,000 
1941 65 5,205,079 32,000 
1942 61 5,317,000 32,000 





Some light may be thrown on the type of 
industry in which the trade association has 
taken the greatest part in marketing by a 
tabulation of the industries in which trade 
associations have advertised in magazines 
during the period of 1920 through 1942: 


Chamber of Commerce or regional groups 54 
Food or agricultural products s1 
Building materials 38 
Home and office furnishing 17 
Transportation 16 
Wearing Apparel & Textiles II 
Utilities (including ice) 7 
Insurance (casualty) 3 
Motors and magnetos 3 
Publications 3 
Stationery 3 
Church or religious groups 2 
Florists 2 
Grocers 2 
Jewelry and silverware 2 
Medicine or hygiene 2 
Motor oil 2 
Photographers 2 
Miscellaneous (1 each) II 


The first observation to be made from this 
tabulation is that very few of the associations 
represent industries which deal in branded 
products and that many of the industries 
satisfy a derived demand—that is, they deal 
in products which are reprocessed, that lose 


TaBLeE III. Apvertisinc Expenpitures oF Speciric ASSOCIATIONS 











Years Last Average 

Association Adver- Adver- Appro- 

tised tisement priation 

California Fruit Growers 23 1942 $333,826 
Sun Maid Raisin Growers Association 23 1942 221, 304 
California Walnut Growers 23 1942 127,391 
Hawaii Tourist Bureau 22 1942 49,182 
Cast Iron Pipe Research Association, The 22 1942 42,909 
Tucson Sunshine-Climate Club 21 1942 11,762 
St. Petersburg Chamber of Commerce 21 1942 8,381 
Californian’s Inc. 20 1941 86,970 
Portland Cement Association 20 1942 49,700 
California Lima Bean Growers Association 19 1941 28 ,609 
Pennsylvania Grade Crude Oil Association 19 1942 115,789 
American Cranberry Exchange 18 1942 24,056 
San Diego, California Club 17 1942 13,882 
Maine Development Commission 17 1942 13,941 
Miami Chamber of Commerce 17 1942 10,941 
California Prune and Apricot Growers Assn. 16 1942 70,688 
Ontario Travel & Publicity Bureau 16 1942 17,625 
Virginia Conservation Commission 16 1942 10,125 
Cycle Trades of America, Inc. 15 1940 41,514 
American Walnut Manufacturers Association 15 1942 17,733 
Bermuda Trade Development Board 14 1940 17,465 
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Tase III. Apvertisinc Expenpitures or Speciric Associations (continued) 














Years Last Average 
Association Adver- Adver- Appro- 
’ tised tisement priation 
Oak Flooring Bureau 13 1937 32,403 
Seattle Chamber of Commerce 13 1932 20,362 
All-Year Club of Southern California 13 1942 133,692 
Japan Tourist Bureau 12 1940 15,836 
Copper & Brass Research Association 12 1934 46,208 
Say It With Flowers 12 1932 76,609 
Western Pine Association 12 1942 31,000 
Province of Quebec Tourist Bureau 12 1942 20 ,083 
Southern Pine Association 11 1936 26,726 
Florida Citrus Exchange 11 1931 56,769 
Save the Surface Campaign II 1930 111,645 
American Face Brick Association II 1930 86, 208 
Florists’ Telegraph Delivery Association II 1942 95,273 
Association of American Soap & Glycerine Producers, Inc. 10 1935 147,523 
Association of Hawaiian Pineapple Canners 10 1932 191,763 
National Electric Light Association 10 1932 771993 
Wallpaper Association of the U. S. 10 1931 61,555 
Southern Cypress Manufacturers Assn. 10 1931 18,7 
National Kraut Packers’ Association, Inc. 10 1931 20,466 
Common Brick Manufacturers Assoc. of America 10 1929 19,409 
National Board of Fire Underwriters 10 1942 100, 800 
New England Council 9 1940 15,721 
Plate Glass Manufacturers of America 9 1938 74,834 
Indiana Limestone Quarrymen’s Association 9 1931 17,858 
Western Railways Committee on Publicity 9 1931 13,294 
Salt Lake City Chamber of Commerce 9 1931 11,859 
Greeting Card Association, The 9 1928 46,374 
Associated British Railways, Inc. 9 1942 21,222 
Brazil Nut Association 9 1942 17,556 
Pineapple Producers Cooperative Association ® 1939 197,215 
Government of Canada 8 1930 28 ,736 
Associated Tile Manufacturers R 1929 43,596 
St. Louis Chamber of Commerce 8 1927 16,212 
American Gas Association 8 1942 264,250 
Canadian Travel Bureau 8 1942 78,875 
I.E.S. Better Sight Lamp Makers 8 1942 32,500 
New Orleans Assoc. of Commerce 8 1942 7,125 
New Mexico State Tourist Bureau 8 1942 19,875 
Barre Quarriers Co-operative, Inc. 1941 21,668 
India Tea Bureau 7 1935 17,355 
National Canners Association 7 1934 87,157 
Association of American Railroads 7 1942 421,000 
Florida Citrus Commission 7 1942 114,286 
Red Cedar Shingle Bureau 7 1942 66,571 
Oregon State Highway Commission 7 1942 30,571 
National Ice Advertising, Inc. 6 1941 135,558 
Canned Salmon Industry 6 1941 119,226 
California Redwood Association 6 1942 11,667 
Tea Bureau, Inc. 6 1942 100 ,667 
Pennsylvania State Publicity Commission 6 1942 76,667 
Dept. of Conservation & Development—North Carolina 6 1942 25,500 
Metropolitan Oakland 6 1941 11,453 
Calcium Chloride Association 6 1934 28 , 887 
Canners League of California 6 1931 181,431 
Believers in Jacksonville 6 1930 43,023 
National Jewelers Publicity Association 6 1928 66,945 
Hollow Building Tile Association 6 1927 10,098 
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their identity in final use or that are used in 
conjunction with some other product which 
is more central in the consumer’s mind. In 
general, few of the firms which are members 
of these advertising trade associations have 
consumer advertising appropriations apart 
from the association advertising to which 
they contribute. Possibly a more enlighten- 
ing tabulation will be a list of the leading 
associations, as shown in Table III. 

Table III gives the leading association 
advertisers during the period of 23 years 
from 1920 through 1942. It will be noticed 
that only 16 of these associations averaged 
more than $100,000 a year in advertising. 
And only 37 of them were still advertising 
in 1942. In addition, 24 associations which 
had advertised from 1 to § years inclusive 
were advertising during 1942. In other words, 
only 61 of the 231 trade associations (or 
slightly more than 26%) were advertising in 
1942. 

In so far as the history of trade associa- 
tions can guide, it seems safe to draw con- 
clusions, as follows: 


1. A relatively small number of associa- 
tions have been able to advertise in 
consequential volume over a period of 
years. Of these, the most conspicuous 
are those associations which have 
undertaken the most complete assort- 
ment of functions. The leading associa- 
tion, the California Fruit Growers Ex- 
change, has virtually become a business 
enterprise rather than an association. 

2. The average length of a trade associa- 
tion advertising campaign has been five 
and a half years. Were advertising 
expenditures maintained at the peak 
point of the typical association cam- 
paign, it is probable that results of such 
advertising would more often constitute 
a strong argument for continued effort. 
But most campaigns reach appreciable 
volume for only two or three years— 
hardly a long enough time to modify 
consumer attitudes, unless consequen- 
tial appropriations are used. 

3. Probably a large majority of the trade 
associations which advertised during 
this period represented industries which 


had little previous experience with ad- 
vertising. 

4. Trade association advertising appears 
to have been closely related to cyclical 
swings in business. Only during periods 
when sales were brisk did association 
advertising increase in volume. 


It might be fair to say that economic con- 
ditions during the years which have passed 
were not especially favorable to the develop- 
ment of trade association advertising. It must 
be admitted that a number of these years 
saw consequential advertising appropriations 
administered by trade associations. But it 
was the rare association campaign which 
lasted many years. Moroever, in many in- 
stances campaigns were largely imitative. 
Each outstandingly successful association 
advertising effort was followed by a number 
of imitators, usually short-lived. 


PRESENT PROSPECTS FOR TRADE 
AssociATION ADVERTISING 


As was stated earlier, economic conditions 
appear to be increasingly favorable to the 
development of trade associations. An evi- 
dence of that fact is the nature of the new 
association campaigns developing during the 
last four years. The Air Transport Associa- 
tion, the Lead Industries, the American 
Trucking Association, the American Meat 
Institute, the Pan American Coffee Bureau, 
the Tea Bureau, and the Electric Companies’ 
Advertising program (earlier called the 
Electric Service Industry) are trade associa- 
tions which have recently undertaken ad- 
vertising campaigns. In every case, the co- 
operative opportunities in the industries are 
adequate to make it likely that trade as- 
sociations can intrench themselves by means 
of performing valuable and diverse services 
for their constituent members. 

In addition, the Cast Iron Pipe Research 
Association, the Pennsylvania Grade Crude 
Oil Association, the Portland Cement As- 
sociation, the Red Cedar Shingle Bureau, 
the Western Pine Association, National Ice 
Advertising, Inc., and the association of 
American Railroads—associations whose ad- 
vertising has been of longer duration—have 
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opportunities for the development of exten- 
sive usefulness to their members. 

It is probably safe to say that any trade 
association established merely to serve as a 
basis for collecting funds for an advertising 
appropriation is likely to be short-lived. If an 
association is to be a focal point for an ad- 
vertising appropriation, this activity must 
be only a part of the association’s list of func- 
tions. 

If association advertising is to be de- 


veloped, the wisest course would seem to be 
the emphasizing of the various fundamental 
functions which the association should per- 
form. A good many industries face increas- 
ingly complex conditions and increasing need 
for cooperation. If associations can be en- 
couraged from the standpoint of the mutual- 
ity of industry-wide problems, and if able 
executives can be found to head them, it is 
likely that advertising will logically develop 
from the needs of the industries. 
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23. Market Area Studies 
24. Research Technique 
25. War—General 
26. Miscellaneous 


1. ADVERTISING 


1.1 How to Write a Good Advertisement. 
V. O. Schwab, Schwab and Beatty, 
Inc., New York, 1943, pp. 75. 


This interesting and useful little book gets 
back to basic fundamentals, clearing away 
non-essential underbrush; does a job that has 
needed doing for some time and does it 
well. The fundamentals of a good advertise- 
ment are held to be: (1) Get attention. (2) 
Show people an advantage. (3) Prove it. 
(4) Persuade people to grasp this advantage. 
(5) Ask for action. 


1.2 Advertising When Buying Is Restricted. 
James D. Scott, Harvard Business Re- 
view, Summer, 1943. 


This article deals with goods that are un- 
der rationing control, the author having 
considered previously those cases where pro- 
duction has been stopped entirely. (“Ad- 
vertising When Consumers Cannot Buy,” 
Harvard Business Review, winter, 1943.) 
Reading between the lines, the present arti- 
cle emphasizes the fact that advertising is an 
art the use of which must be considered for 
each commodity and each set of circum- 
stances. Two alternatives are set up: to con- 
tinue advertising during the rationing period, 
or to build a reserve for post-war advertising. 
The latter policy is indicated unless analysis 
shows that it would result in loss of brand 
reputation which could be preserved through 
current advertising more easily than it 
could be recovered later. 














THE FOURNAL OF MARKETING 


195 





1.3 Food Rationing Speeds Trend Toward 
Advertising Brands. Sales Manage- 
ment, July 1, 1943. 

Herein is reported the results of a survey 
made by Mr. M. M. Zimmerman, editor of 
Super Market Merchandising. Some fifty 
super market operators controlling three or 
more stores each were asked the following 
two questions for canned fruits, canned 
vegetables, canned meats, canned soups, 
coffee, butter, margarine and shortening, 
sugar and “other rationed products:” 

1. “Is there a trend among your cus- 
tomers toward or away from nation- 
ally-advertised brands in rationed prod- 
ucts? 

2. “To what extent has their preference 
changed—as compared with a year ago 
—in these types of product?” 

Replies were obtained from about three- 
fourths of those interviewed and came from 
almost every section of the country—both 
industrial and agricultural. Eighty per cent 
reported trends of varying degrees toward 
national brands among all types of rationed 
food products. Those interested in the 
strength of the trend for specific products 
will be interested in reading this article. The 
author does not discuss the reasons for this 
trend except to suggest that in addition to 
rationing, the fact that consumers are more 
quality-conscious than ever before may help 
explain why they prefer national brands. 


1.4 Advertised Coffee Brands Show 48 Per 
Cent Sales Increase. Editor and Pub- 
lisher, June 12, 1943. 


In this article the importance of consistent 
advertising is again pointed out, but with a 
war emphasis. Based on the World-Tele- 
gram’s grocery store survey of the New 
York market, it is now possible to say that 
it pays to advertise rationed products con- 
sistently. The buying habits of consumers of 
coffee were studied. It was found that for 
sixty days after rationing took effect sales of 
well-known, nationally advertised brands 
dropped off sharply while the sale of other 
brands increased. In late February, how- 
ever, the buyers started to swing back to the 
brands that were being advertised. There 


were eight brands which consistently adver- 
tised coffee in the New York market, and 
those eight brands increased their proportion 
of the total market from 32 per cent to about 
59 per cent. 


1.5 How War Has Changed Advertising Ap- 
propriation Methods. Printers’ Ink, 
July 2, 1943. 


This article reports the findings of a 
survey just completed among the 152 mem- 
bers of the Printers’ Ink Jury of Marketing 
Opinion. The appropriations of these ad- 
vertisers range in size from less than $100,000 
to more than $1,000,000 a year. 

No change in appropriation method since 
the United States entered the war was re- 
ported by 98 advertisers which represented 
64.5 per cent of those participating in the 
survey. Of these, 69 were from 25 to 100 per 
cent on war production. 

Forty-eight or 31.5 per cent of the 152 
companies said that war has caused them to 
change their method. Of these, 43 were from 
25 to 100 per cent on war production. 

Eighty companies, or more than half of 
those reporting, use methods that are in- 
fluenced only slightly, if at all, by the once 
popular percentage of sales method. A com- 
parison of the current findings with the re- 
sults of a survey of 107 companies made by 
Printers’ Ink in 1937 indicates a striking 
trend away from the percentage of sales 
method. 

Number of Companies 


Method Employing Method 
1937 1943 
Task 19 (17.7%) 33 (21.1%) 


Task and/or task 

combined with 

other method 35 (32.7%) 96(61.5%) 
Percentage of sales 68 (63.5%) 42 (26.9%) 


It is pointed out that this trend away 
from the percentage of sales method is not 
the result of the war, although war condi- 
tions have no doubt speeded up the trend. 

Moreover, the present Printers’ Ink Jury 
of Marketing Opinion shows that there have 
been some marked changes in the length of 
the appropriation commitments. 
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1.6 Toward a Measure of Pharmaceutical Ad- 
vertising Effectiveness. Bernard Belley, 
The Fournal of Business, April, 1943. 


In this article a careful report is made of a 
study of the relative effectiveness of direct- 
mail and magazine advertising and other 
factors which affect the reactions of doctors 
to pharmaceutical advertising. The author 
compares the results of his study with the 
findings of two earlier studies and points out 
the high degree of agreement of the three 
studies. The major conclusions of this in- 
vestigation are: 

1. The doctors interviewed seem to have 
recalled direct-mail advertising pieces 
to a higher degree than magazine ad- 
vertisements. The average direct-mail 
piece was recognized and recalled 48.1 
per cent of the time, whereas the aver- 
age magazine advertisement was recog- 
nized and recalled 35.8 per cent of the 
time. 

2. The degree of specialization of the doc- 
tor appears to be a factor in the recog- 
nition-recall of magazine advertisements. 
Specialists, on the average, recognize 
and recall more magazine advertise- 
ments than general practitioners do. 
The degree of specialization of the doc- 
tor does not appear to be a factor in the 
recognition-recall of direct-mail ad- 
vertising. There exists no statistically 
significant difference between the aver- 
age recognition values attained by spe- 
cialists and general practitioners. 

3. The degree of recognition of the doc- 
tors interviewed, on the whole, is not 
related to their age. 

4. Pharmaceutical houses have been suc- 
cessful in establishing in the minds of 
the doctors the names and uses of dif- 
ferentiated products through “‘advertis- 
ing.”” Some houses have been consider- 
ably more successful than others in 
this matter. 


1.7 A Materials Survey of the Graphic Arts 
Industry. General Printing Ink Corp., 
New York, 1943, pp. 24. 


During the past three years the issuing 
company has sponsored printing and adver- 
tising clinics on subjects of interest to those 


in advertising and graphic arts fields. Be- 
cause of the war actual attendance at clinics 
has been discontinued and they have been 
converted into ““PAC in Print.” This report 
contains discussions by six authorities on the 
1943 outlook for photoengraving, typog- 
raphy, paper, ink, and mechanical binding. 


1.8 Outdoor Advertising a Channel of Com- 
munication in the War Effort. Out- 
door Advertising, Inc., New York, 
1943, Pp- 20. 


This pamphlet presents a survey of the 
support that has been given various war ac- 
tivities by organized outdoor advertising. A 
number of these activities are listed and post- 
ers utilized for each of them are reproduced. 


1.9 Daytime Serials and Iowa Women. 
Leda P. Summers, Radio Station 
WHO, Des Moines, Iowa, 1943, pp. 
47- 

This is a study of 5,324 women radio lis- 
teners, collected in a general survey of the 
Iowa radio audience under the direction of 
Dr. Forest L. Whan of the University of 
Wichita. After reading this report one can 
but conclude, with the author, that serial 
listeners as a group are merely a reasonably 
accurate cross section of the total radio lis- 
tening population, differing somewhat in 
their tastes in radio programs, but otherwise 
largely the same as their non-serial-listening 
neighbors. 

Highlights of the study are: (1) Approxi- 
mately half of all women living in radio 
homes are regular listeners to radio serials. 
(2) Minor differences exist between regular 
listeners and non-listeners in respect to age, 
education and place of residence. (3) There 
is evidence of close relationship between the 
amount of serial listening and the amount of 
magazine reading. 

Since Iowa is primarily an agricultural 
state, has an educational status above the 
average for the country and is low in propor- 
tion of foreign-born, it might be thought 
that the study’s conclusions will not be us- 
able as a yardstick in other sections of the 
country. However, the women interviewed 
included every type—farm and city, college 
and less than eighth grade, old and young, 
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rich and poor, church-goers and otherwise, 
heavy magazine readers and those reading 
no periodicals at all. It is, therefore, safe to 
assume that the findings with respect to 
Iowa women are at least indicative of the 
situation applicable to women throughout 
the rest of the United States. 


1.10 Facts Sought on Retailer Broadcasts. 
Broadcasting, May 31, 1943. 


The Retail Promotion Committee of the 
National Association of Broadcasters an- 
nounces a plan to get a nationwide picture 
of radio-retailing. The study will be initiated 
during the fall and will depend largely on 
facts gathered from questionnaires. 

The Retail Promotion Committee, headed 
by Paul W. Morency will formulate the plans, 
and questionnaires will be analyzed by 
Sheldon R. Coons. The statistical portion of 
the questionnaire was worked out in cooper- 
ation with the Harvard University School of 
Business Administration in its study of re- 
tail radio advertising (see Broadcasting, May 
3, 1943). The material obtained will be sub- 
mitted to Professor Sandage for analysis. 


1.11 How to Measure the Potential Value of 
Your Radio Advertising. Richard 
Manville, Sales Management, July 15, 
1943. 


This is the fourth of a series of articles on 
radio advertising by Mr. Manville, Director 
of Research for Warwick & Legler, Inc. The 
fifth and concluding article on the telephone- 
obtained ratings will present, in general, the 
overall advantages and disadvantages of 
such ratings. 

The three earlier articles under the same 
title appeared in the April 1, May 1 and 
June 1 issues of Sales Management. The au- 
thor has discussed in these four articles the 
following points: 

1. There is no necessary correlation be- 

tween “ratings” and sales. 

2. The basic reason why there is no neces- 
sary correlation between “‘ratings” and 
sales is that “ratings” measure how 
many listen and not whether these and 
other listeners buy. 

3. A bird’s-eye-view of the seven broad 
tools used to measure radio and briefly 


how each tool is used. The tools dis- 
cussed are: the telephone, personal in- 
terviews, automatic recording devices 
attached to radios, mailed responses, 
questionnaires, panel techniques and 
miscellaneous methods. 


1.12 Listener Diary. Columbia Broadcasting 
System, New York, 1943, pp. 64. 

This is an analysis of method and a pre- 
view of typical findings of a radio research 
project based on an intensive application of 
the diary technique to chart listening habits. 
This technique involves giving a radio family 
a “dairy” or large cardboard which lists the 
time sequence by quarter-hour. The family 
is requested to leave this card by the radio, fill 
it in whenever the radio is on for more than 
five minutes. Information supplied by the 
diary includes call-letters of the station tuned 
in, number of men, women and children lis- 
tening to it. 

CBS’s project, based on the technique, was 
developed chiefly to set out the qualitative 
characteristics of the method so that station 
managers might see its use in diagnosing their 
own coverage for advertisers. 

This study is based on 750 family listening 
reports for each of CBS’s station areas (a 
station area averaged 42 counties each) and 
a total sample of 6,000 families. 

Certain achievements of the diary method 
are apparent in this survey. It can, for in- 
stance, chart early morning and late evening 
listening, something that has long been diffi- 
cult. One of the things discovered was that 
the 7:00 A.M. listening peak was as high as 
the 8:00 A.M. peak. It can also trace changes 
in composition as well as size of audiences, 
which other methods for checking listening 
habits cannot do. The diary can also indicate 
audience turnover by time periods and pro- 
gram types. 

Additionally, the survey indicated how the 
diary method could turn up audience dupli- 
cation for the advertiser who has two shows 
on the same or different days. 


1.13 Airline Public Relations Activities. 
John H. Frederick and Geneva Rooth, 
University of Texas ($1.00). 

This publication is concerned with the de- 
velopment of airline public relations, the 
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work that airlines are now carrying on in this 
field, and with the activities of the Civil 
Aeronautics Board in connection with regu- 
lating public relations expenditures of the 
airlines. Its use as a teaching tool is enhanced 
by the inclusion of a bibliography. 


1.14 Advertising and the Postwar World. 
H. A. Batten, Advertising and Selling, 
July, 1943. 

Mr. Batten, President of N. W. Ayer & 
Son, Inc., looks upon advertising as a basic 
tool of management for mass communication; 
its true function is not so much “‘selling” as 
“telling.” He develops the thesis that in the 
future if the world is to avoid recurring and 
increasingly more devastating wars it will 
be of utmost importance for the peoples to 
communicate freely with one another. He 
maintains, moreover, that advertising can 
function to that end more precisely and ef- 
fectively than any other means of communi- 
cation. His suggestion that the governments 
become large-scale advertisers, setting up 
professional advertising counsels for that 
purpose, is not only novel but thought-pro- 
voking. 


1.15 Advertising Looks to the Future. 
Crowell-Collier Publishing Co., New 
York, 1943, pp. 42. 

This study is one of Collier’s continuous 
presentations of wartime advertising reports 
and its aim is to show that advertising is 
deeply engaged in the war, is encouraging 
people to set aside savings for tomorrow’s 
goods, and rallying Americans to the task of 
forging a better living for everyone. The job 
is effectively done by reprinting advertise- 
ments aiming to show the collective forces 
exerted by American industry—with nothing 
to sell now—in order to do what it can to in- 
sure a better postwar world. 


1.16 Bankhead Introduces Government- 
Paid Ad Bill. Editor and Publisher, 
May 8, 1943. 

The Bankhead Bill was introduced by 
Senator John H. Bankhead of Alabama and 
asked for a maximum of $30,000,000 each 
year, for the duration of the war, to finance 
government-paid advertising. 


The bill is titled: “A bill to aid in the 
stabilization program and the war effort by 
paid newspaper advertising in connection 
with the sale of United States bonds, and 
for other purposes.” 

Senator Bankhead in an added paragraph 
widened the scope of such advertising pro- 
motion to include in addition to promoting 
the sale of bonds, the carrying out of various 
advertising programs of the government, 
such as might be desired by the Department 
of Agriculture, the War Manpower Commis- 
sion, and the War Food Administration. No 
explanation was forthcoming regarding fail- 
ure of the measure to cover radio. See also 
“Bankhead Introduces His Bill to Pay For 
Government Space,” Broadcasting, May 10, 


1943. 


1.17 Why Reciprocal Trade Agreements are 
Important to Advertisers. Clark H. 
Minor, Printers’ Ink, May 14, 1943. 


Mr. Minor, who is president of the Inter- 
national General Electric Company, Inc., 
presents the typical arguments in favor of the 
Reciprocal Trade Agreements Act which was 
passed in 1934 and which expired June 12, 
1943. He maintains that a Reciprocal Trade 
Agreement between the United States and 
another country results, in the main, in an 
increased exchange of goods between the two 
countries which will result in higher living 
standards—and more sales and advertising 
opportunities. 


3. INDUSTRIAL MARKETING 


3-1 Industrial Distribution and Marketing. 
Mill Supplies, New York, 1943, pp. 
40. 

Merchandising methods that follow a plan 
based on accurate, dependable facts and 
figures are the vital need of manufacturers 
of industrial products. The purpose of this 
study is to meet this need. Undoubtedly it is 
the largest survey of this type, in point of 
size (measuring 2 ft. 8 in.X1 ft. 3 in.), this 
reviewer has ever seen. But it is “large’’ in 
other ways too, as here, for the first time in 
any one place, we find a practical means of 
charting a basic selling plan for manufac- 
turers of industrial products. 
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The market studies in the book are divided 
into three sections: (1) A complete outline of 
the activity and position of the Industrial 
Distributor in our industrial economy with 
statistics and data to assist a manufacturer 
in developing distributor relations; (2) statis- 
tics covering all the important phases of 
manufacturing, with detailed industry and 
geographical breakdowns; (3) a comprehen- 
sive picture, state-by-state, of American in- 
dustrial activity at this time. The data repre- 
sents a coordination of the different phases of 
general information released by Government 
bureaus and departments. Wherever possi- 
ble, comparatively unimportant statistics 
have been eliminated, resulting in logically 
arranged, useful, timely material. It is to be 
regretted that the unhandy size of the vol- 
ume will prevent its proper filing and make 
its use more difficult. 


4. MARKETING FARM PRODUCTS 


4.1 The Economic Position of Wheat in The 
Pacific Northwest With Special Em- 
phasis on the Disposal Problems is 
the title of a doctoral thesis being 
prepared by Oscar K. Dizmang at the 
University of Chicago School of Busi- 
ness. 


4.2 The Bureau of Agricultural Economics 
published in July, a bulletin summa- 
rizing data on Fruit and Vegetable 
Production and Consumption— 
Geographic and Seasonal Patterns. 


The report was prepared by Alva H. Ben- 
ton and Arnold R. Frank. Data on seasonal 
and geographical variations in consumption 
and production of fresh and canned fruits 
and vegetables are needed in connection with 
practically all of the food control programs. 
Examples: anticipating needed changes in 
point values for canned goods and savings 
which would arise by prohibition of sales of 
certain products in certain areas in specified 
months. This research report represents the 
first time such data have been brought to- 
gether. It is the first time much of the data 
on canned goods growing out of cooperative 
research by the Office of Price Administra- 
tion and the Department of Commerce have 
been made available in any form. The pri- 


mary purpose of this publication, however, 
was to have the needed facts ready in case it 
became necessary to effect extensive shifts 
from canned to fresh fruits and vegetables 
because of a tin shortage. The data will have 
many peacetime uses as well. 


4-3 Tobacco Auctions Evaluated is the title 
of a study by Dr. Paul D. Converse, 
University of Illinois. 


This analysis is being published in the 
form of a special article in the Yournal of 
Business of the University of Chicago. 


4.4 A doctoral thesis on Recent Trends in the 
Consumption of Textile Fibres with 
Special Reference to Cotton is being 
prepared by Cyril O’Donnell at the 
University of Chicago School of Busi- 
ness. 


8. PRODUCT ANALYSIS 


8.1 Some time ago the Food Distribution Ad- 
ministration developed a “‘flyweight” ration 
of dehydrated foods, designed for the feeding 
of undernourished people in conquered 
countries, for the Lend-Lease Administra- 
tion. 

The new ration, scientifically based on the 
amount of vitamin and calories needed by 
one person to maintain good health for an 
entire day, consists of 15 compressed blocks 
of foods, plus two vitamin A and D capsules. 
Total weight, including packaging, is only a 
pound. When reconstituted, or restored to 
its original content, the entire ration weighs 
8 pounds. 

Each block, wrapped in cellophane, is 
about the same size and thickness of an 
ordinary penny match box except that it is 
square and not rectangular in shape. Total 
cost of a complete daily ration for one person 
is estimated at only 25 cents. 

The individual blocks of food weighing one 
ounce or less, represent complete servings 
for one meal, with the exception of the orange 
powder which is equivalent to 4 servings. In 
the 15 blocks seven main types of foods are 
represented: powdered skim milk, soy bean 
soup, candy “‘bar’’ of chopped walnuts, corn- 
starch pudding, whole egg powder, orange 
juice, and corn meal. 
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8.2 Shipment overseas of compressed foods 
soon should represent a substantial share of 
total food shipments as a result of studies 
conducted by the Food Distribution Admin- 
istration and other Government agencies. 
The Administration has had the cooperation 
of the War Department, the War Shipping 
Administration, the Agricultural Research 
Administration, Lend-Lease Administration, 
and other organizations in developing the 
program. 

Intensive tests have been conducted to de- 
termine just what foods can be successfully 
compressed, what degree of compression is 
practical, and other factors involved in the 
processing and utilization of these condensed 
foods. 

Reconstruction is one of the foremost fac- 
tors in determining to what degree a par- 
ticular food can be compressed. It is possible 
to press food into bricks hard enough, liter- 
ally, to use for building purposes, but such 
compression, of course, makes them almost 
impossible to reconstitute into usable form. 

Many processed foods are suited to com- 
pression, but experiments so far have shown 
that cereal products, cheese, and dehydrated 
foods (fruits, vegetables, milk, and eggs), 
are most adaptable. Large scale compression 
of these and other products for Lend-Lease, 
Red Cross, and military uses is expected as 
soon as tests can be completed and equip- 
ment set up in the industry. 

Two plans for compressing food have been 
developed. One provides for central compress- 
ing plants which would receive the product 
after it has been dehydrated, compress it 
into bricks, and package it. A second meth- 
od calls for the installation of compression 
or compacting equipment right in the pro- 
duction line of the original processing plant. 

The shipment of compressed foods means 
substantial savings in shipping, warehousing, 
and dock facilities, and in inland transporta- 
tion at destination. 


9. CONSUMER STUDIES 


9.1 The Hawthorne Experiments. C. W. M. 
Hart, The Canadian Fournal of Eco- 
nomics and Political Science, May, 1943. 

This article is of interest to students of 
marketing because of its description of and 


emphasis on the study of human behavior in 
its entirety. It scarcely can be doubted that 
a similar broadening of the basis for study of 
human reactions to market situations would 
be illuminating. To paraphrase Hart, one 
watches with interest to see whether any 
measurers of markets will dare to follow the 
Roethlisberger group. 


9.2 What Happens when the Ghost Walks 
for 810,430 War Workers in Nineteen 
Cities. Philip Salisbury, Sa/es Man- 
agement, May 1, 1943. 

Mr. Salisbury, Executive Editor of Sales 
Management, presents in a brief article the 
results of a nation-wide field study made by 
Ross Federal Research Corporation. The fol- 
lowing eight conclusions indicate the type 
of marketing data on the present war worker 
made available by the study. The housewife 

I. is more likely to get money on Friday 
than any other day. 

2. gets so much that her major food shop- 
ping day isn’t necessarily related to pay 
day. 

3. finds that shortages and rationing make 
her visit food stores more often than 
normally. 

4. shops for food between 3 and 4 days a 
week. 

5. makes many “big” purchases on the 
day following pay day although this is 
not always true. She is abnormally con- 
scious of advertising on that day. 

6. does her evening shopping on Monday. 

7. has only 40¢ left out of each dollar in 
the pay envelope by the second day fol- 
lowing pay day. 

8. is worried about income taxes and ex- 
pects to have less money to spend in the 
second quarter than in the first. 


9.3 Food Costs and Consumer Income. The 
Bureau of Agricultural Economics has re- 
cently developed new series showing the rela- 
tionship between retail food prices, con- 
sumers’ expenditures for food, and consum- 
ers’ incomes. These series show that in late 
1942 and early 1943 retail food prices were at 
record low levels in relation to average in- 
come per civilian consumer in the United 
States. Although food prices have been rising 
more rapidly than other items included in 








ee we 


—S— of —=%8 tt ss 


| 


ted 


ing 
in 





THE JOURNAL OF MARKETING 


201 





the cost-of-living calculations, the rise in in- 
come payments has been even more rapid. 
In May 1943, the average United States 
consumer could purchase a food basket con- 
sisting of quantities of foods representing 
average purchases during the 5 pre-war years 
1935-39 for only 16 per cent of his income, 
compared with 22 per cent required during 
the base period 1935-39. In 1919 purchase of 
the same foods, would have required 33 per 
cent of the average consumer’s income. 

Actual expenditures for food have been 
increasing much more rapidly than retail 
food prices since the war began. This trend, 
together with the reduction in the supplies 
of nonfood consumer goods and services 
available for purchase, has brought about an 
increase in the percentage of total consum- 
ers’ expenditures for all goods and services 
represented by the expenditures for foods, 
rising from 25 per cent in the period 1935-39 
to 30 per cent in early 1943. 

The series showing income and expendi- 
tures per consumer are based on data com- 
piled currently by the United States Bureau 
of Foreign and Domestic Commerce. The 
cost of the pre-war “food basket” is de- 
veloped by the use of a new index of con- 
sumer food prices applying to total civilian 
population, both farm and nonfarm. This 
food price index was obtained by combining 
the 56-city index of the Bureau of Labor 
Statistics, the index of the Bureau of Agri- 
cultural Economics covering several thou- 
sand other cities and towns, and an index 
valuing farm consumption of home-produced 
foods at farm prices. 


9.4 The Effect of Gasolene Rationing on 
Kansas Rural Buying Habits. F. L. 
Whan, WIBW, Topeka, Kansas, 


1943, PP- 32. 


Charts and tables in this study show the 
effect of gasolene rationing on the hours 
spent in the home and time spent in radio 
listening by farm and village families; on 
trips to larger towns for buying purposes and 
the extent of buying in larger places. A com- 
parison of Kansas family incomes, 1941 and 
1942, is included, as well as a table showing 
percentage of families by state and area with 
the items of farm or household equipment 


they expect to buy when such articles again 
become available. 


9.5 Survey of Dehydrated Soups and Foods. 
Philadelphia Evening Bulletin, Phila- 
delphia, 1943, pp. 15. 

This is the second survey of dehydrated 
foods and soups issued by this paper and 
was conducted by personal interviews with 
1,294 Philadelphia housewives while they 
were in 14 supermarkets. It represents a 
cross-section of the Philadelphia area. The 
extent of the use of dehydrated products is 
shown, with reasons stated by non-users and 
typical comments showing consumer atti- 
tudes. 


9-6 Rural Family Spending and Saving in 
Wartime. This study from the Bureau of 
Human Nutrition and Home _ Economics 
deals with expenditures and savings by in- 
come groups during 1941 and the first quar- 
ter of 1942 and was paralleled by a similar 
study of urban families and single consumers 
conducted by the Bureau of Labor Statistics. 
Information needed by the Federal Govern- 
ment in connection with problems of tax 
policy, control of inflation, allocation of sup- 
plies, rationing consumer goods, and food 
production and distribution is developed in 
the report. 

The facts assembled, however, have gen- 
eral as well as immediate significance since 
they offer a basis for understanding the ef- 
fect of economic changes upon the welfare of 
the several groups in the population. This 
record of the flow of income through families 
and single consumers into the various chan- 
nels of demand for consumers’ goods and 
services in a period when incomes were in- 
creasing and the price level was surging up- 
wards adds to the fund of information about 
forces influencing consumption and savings. 


11. FOREIGN TRADE 


11.1 At the request of the Australian Army 
the Food Distribution Administration has 
been sending over 20 to 30 tons a month of 
a particular kind of dark twist chewing to- 
bacco. For many years natives of New 
Guinea, the Solomon Islands, and New 
Britain have chewed twist, but they have 
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also used it for money, passing it from hand 
to hand the way Americans pass dollars and 
dimes. Now it seems that Australians, too, 
are spending tobacco and bargaining with 
other South Pacific islanders on the spot. 

This tobacco is not the conventional loop 
U. S. chewers know but is twisted like rope 
and cut in 7-inch lengths, which are pres- 
sure-flattened into sticks one-fourth inch 
thick and one-half inch wide. Made mostly 
of fire-cured types, the black sticks are heav- 
ily “cased” with a dressing from a secret 
formula. Significantly, the request was rated 
“finished war material,” which placed it 
above “essential material for civilians” in 
priority for cargo space. 


12. CO-OPERATIVE MARKETING 


12.1 A Theoretical Analysis of Consumer 
Co-operatives : The Managerial Prob- 
lem. Arthur L. Bekenstein, The Four- 
nal of Political Economy, June, 1943. 

In this article the author has done a theo- 
retical economic study of industry or the in- 
dividual firm organized on a consumer co- 
operative basis. His thesis is that the prob- 
lems presented by this form of organization 
are fundamentally and qualitatively different 
from those found by the private entrepre- 
neur, and the solutions are not the same. The 
development of this thesis is clarified by 
simple figures used in analyzing the problems 
of “optimum operation” under various con- 
ditions of cost and demand. 


13. CREDIT—MERCANTILE AND RETAIL 


13.1 Consumer Credit and the Soldiers’ and 
Sailors’ Civil Relief Act. M. R. Nei- 
feld, The Annals of the American 
Academy of Political and Social Sci- 
ence, May, 1943. 

Dr. Neifeld is well-known for his work in 
the field of consumer credit. Readers will 
therefore be interested in his discussion of 
the effects of the Soldiers’ and Sailors’ Civil 
Relief Act of 1940 and the subsequent 
amendment. His conclusion is that, ““Not only 
will Johnny and Jenny come home from the 
war honoring their debts behind them, but 
in spite of the invitation to delay extended 


by the Soldiers’ and Sailors’ Civil Relief Act, 
as Amended, Johnny and Jenny are reducing 
their debts now.” 


13.2 Retail Credit in Wartime. R. M. Se- 
vera, Journal of Retailing, April, 1943. 
The author briefly reviews the history of 
consumer credit regulation beginning with 
Regulation W and discusses the effectiveness 
and questionable necessity of such regulation 
in reducing the use of various types of con- 
sumer credit. Some factual material on the 
increased cost of handling credit operations 
is presented. Probable types and uses of post- 
war credit are suggested in the concluding 
section of the article. 


14. RETAILING 


14.1 ‘Department Store Outlook.” 
Economist, May 29, 1943. 


“Although 1942 was a year of progressive 
curtailment of supplies and of great exten- 
sion of Government fixing of margins, the 
profits of many stores, and of some London 
department stores in particular, have shown 
a very marked recovery.” 

Following this opening sentence the article 
goes on to discuss the more important fac- 
tors which entered into the London picture, 
namely, the return of population and the 
reduction of services rendered by retailing. 

After a brief discussion of present retail 
problems, especially for those stocking com- 
modities other than food, due in the main to 
scarcity, the article discusses possible post- 
war trends. It is pointed out that the war has 
brought two new developments which may 
have some permanent effect, namely, pur- 
chase of utility goods and a greater respect 
for durability. Perhaps these two lessons of 
rationing together with redistribution of in- 
come will benefit the efficient chain store 
and certain department stores—probably to 
the disadvantage of the small shop. 


The 


14.2 N. Y. Department Store Uses Only In- 
stitutional Ads. Editor and Publisher, 

July 17, 1943. 
This article states that since 1929 Ohr- 
bach’s (New York department store) has 
used institutional advertising exclusively 
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and has not turned to direct sale advertising 
as have most department stores. Factors in- 
fluential in determining this advertising 
policy are: 

1. The store, because of its location at a 
high traffic point and its lower prices, 
receives word-of-mouth advertising 
which substitutes for promotional ad- 
vertising; 

2. The use of promotional advertising 
would be disadvantageous to the store, 
in that it would force constant stimu- 
lation of sales; and 

3. Ohrbach’s aims are: to establish a style 
store on a price street, to attract a 
“solid type of customer” and to raise 
the average sales check. 


14.3 Department Stores Turn to Institu- 
tional Ads. Mary Elizabeth Lasher, 
Editor and Publisher, July 31, 1943. 


Although department stores started ad- 
vertising bonds and stamps before Pearl 
Harbor, the lack of specific merchandise and 
an earnest desire to aid America’s war effort 
have stimulated the use of institutional ad- 
vertising. Representative retailers expect 
this trend to continue after the war, though 
with different emphasis. 


14.4 There Will Always be a Hardware 
Store. Hardware Age, New York, 
1943, pp. 18. 

This is an answer to the contention that 
300,000 retail stores will die as a direct re- 
sult of the war. This booklet points out that 
in the depression of the thirties many retail 
hardware stores suffered a sales decline of 
more than fifty per cent but were later able 
to stage a genuine comeback because of the 
inherent tenacity of this important phase of 
retailing. 


14.5 Memphis Grocery Sales Records. 
Memphis Publishing Co., Memphis, 
1943, pp. 100. 

This is a twelve-months record of the ac- 
tual consumer sales of twenty-seven classifi- 
cations of food products in Memphis, Ten- 
nessee. The data were secured by paid in- 
vestigators who periodically checked the 


stock and carefully edited the invoices of 
thirty grocery stores selected to give an ac- 
curate cross-section picture typical of the 
entire city. The survey shows the average 
sales per store of 330 different brands; sea- 
sonal variation in sales; competitive stand- 
ings of leading brands; sales of 565 different 
package sizes; successful promotions; and the 
relationship of newspaper and radio ad- 
vertising to sales. This study is a valuable 
contribution to marketing, presenting as it 
does so much actual sales information about 
the average grocery store in a city like Mem- 
phis. 

14.6 Retail Births and Deaths. A study on 
“Small Retail Store Mortality” was issued 
recently and is available on request to the 
Bureau of Foreign and Domestic Commerce. 
The authors of the report, Walter F. Crow- 
der, Chief, and William T. Hicks of the staff 
of the Distribution Division, analyzed com- 
plete reports on 149 closed small retail stores 
established at least two years before Pearl 
Harbor, as well as reports on 83 new stores 
established early in 1942. The study is 
qualitative and does not show statistical 
trends in number of retail births and deaths. 
It grew out of a request to the Office of Price 
Administration by the Chairman of the Spe- 
cial Senate Committee on Small Business for 
information concerning mortality among 
small business concerns and is part of a co- 
operative research program of the Distribu- 
tion Division and the Price Department of 
the Office of Price Administration. 

The mortality study covered small retail- 
ers in three fields directly affected by the war 
—automobile, household appliance, and 
hardware dealers. Cases investigated by the 
Regional Business Consultants of the De- 
partment’s field service included only closed 
stores which had been well established, elim- 
inating from consideration many concerns 
dying from infant mortality or poor initial 
organization, which usually account for from 
one-third to one-half of all retail deaths. 
Cases on births were limited to food, wear- 
ing apparel, and hardware stores, which had 
opened since March 1, 1942. 

Small retailers cited three primary reasons 
for closing their stores: (1) shortages of 
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merchandise, (2) shortage of personnel, and 
(3) better opportunities in other occupations, 
especially positions with war manufacturing 
plants. Other reasons given included financial 
difficulties, governmental restrictions and 
business uncertainty, the draft and oppor- 
tunities for enlistment or commissions, and 
poor management. 

Retailers closing stores are usually able to 
do so without severe loss. This is brought 
about by the general scarcity of merchandise, 
enabling retailers readily to find buyers, and 
the fact that most rental contracts can be dis- 
posed of without difficulty. The principal 
losses suffered were in disposing of fixtures 
and equipment. Contrary to popular opin- 
ion, this study indicates that cases of discon- 
tinuance among small retail stores are more 
prevalent in areas with expanding war ac- 
tivities than in sections undergoing less 
economic change. 

In spite of difficulties of doing business 
under war conditions, new stores continue to 
be opened. The principal reason given by 
operators for starting out in business is the 
desire to own a business. Preference was in- 
dicated for being one’s own boss, even at a 
reduction in earnings. 


14.7 Retail Trade in 1942. Fournal of Retail- 
ing, April, 1943. 

It is pointed out that although retail trade 
showed an increase of 4.1 per cent in 1942 
over 1941 the per cent of profit was smaller, 
due largely to the stepping up of income 
taxes. The major part of the article is de- 
voted to tables summarizing the sales and 
profits of leading retail institutions in the 
United States. 


14.8 Facts in Food and Grocery Distribution. 
The Progressive Grocer, New York, 


1943, PP- 23- 


This is the latest of a series of valuable 
publications replete with statistics and com- 
parative tables showing war’s impact on the 
grocery trade as of January, 1943: The study 
shows food store sales increasing two and a 
half billion dollars in 1942; fifty per cent 
more women employed in the grocery stores 
of the country; and self-service continuing 
to expand. 


15. TRANSPORTATION 


15.1 Perishable Rail Freight Traffic in Rela- 
tion to Refrigerator Car Supply, by George 
L. Tillery and Ralph L. Dewey, was issued in 
June by the Bureau of Agricultural Eco- 
nomics. During the past year opinions of 
traffic “experts” differed greatly regarding 
whether or not we would run short of refrig- 
erator car capacity. The Bureau has made 
a study which will substitute facts for opin- 
ions on many aspects of the problem. It 
points to a potentially critical situation in 
1943-44, depending on certain conditions 
with respect to the shift in traffic from trucks 
to railroads. Steps to avoid acute difficulties 
are also indicated. 


15.2 Estimated Volume of Motor Freight 
for Selected Agricultural Commodities, 1941 
and 1942, was issued by the Bureau of Agri- 
cultural Economics in July. The report was 
prepared by W. Gordon Webner. Fairly re- 
liable data on the volume of railroad freight 
shipments of agricultural commodities have 
been available, but until this study was made 
no one had attempted to make estimates of 
motor freight, using the scattered data avail- 
able. These estimates have been needed in 
connection with many war problems but 
will also be useful in peacetime, in estimat- 
ing, among other things, traffic require- 
ments and the possible effects of shifts from 
truck to rail. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 Allocation of Scarce Goods to Retailers. 
The Distribution Division of the Bureau of 
Foreign and Domestic Commerce has com- 
pleted a report on allocation practices fol- 
lowed by manufacturers and wholesalers. 
This study grew out of a request made to the 
Office of Price Administration by the Senate 
Special Committee to Study the Problems of 
American Small Business; the report was 
prepared in cooperation with the Office of 
Price Administration on the basis of inter- 
views conducted by the staff of the Distribu- 
tion Division and by the Regional Business 
Consultants of the Department of Com- 
merce. 
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The present problem of allocation arises 
basically from the fact that the price system 
is not free to equate the decreased supply of 
consumers’ goods with a demand enormously 
swollen by incomes growing out of war ex- 
penditures of the Government. Equitable 
allocation of goods under these circumstances 
is complicated by substantial population 
shifts and by differential conversion of manu- 
facturing concerns, which deprives some dis- 
tributors of their customary sources of sup- 
ply entirely, while other distributors con- 
tinue to get varying quantities of goods 
through their usual channels. 

The study showed that most suppliers are 
endeavoring to spread their supplies more or 
less equitably among their customers, rather 
than attempting to maximize immediate 
profits. The most equitable method was be- 
lieved to be allocation of each scarce item to 
each customer in proportion to his purchases 
of that item in 1941 or 1942. Most suppliers 
found this to be either impossible or too 
costly, however, because of the burden of 
record keeping. In consequence, the most 
common method of allocation reported was 
that of pro-rating scarce items to customers 
on the basis of their total past purchases. The 
next most common method was to allocate 
to salesmen on the basis of their past total 
sales. Salesmen were seldom given instruc- 
tions as to the allocation they should make 
among customers, and the study did not re- 
veal methods actually used by salesmen. 

Because the most commonly used methods 
do not assure fair allocation even among reg- 
ular customers, and does not make adequate 
provision for new firms, firms cut off from 
their customary suppliers, and businessmen 
in boom areas, the report suggests consider- 
ation of governmental action. The following 
courses of action are appraised: extension of 
consumer rationing as a means of allocating 
goods to dealers in accordance with ration 
coupon flows, adjustment of price controls 
to promote more equitable allocation, gov- 
ernmental sponsorship of joint voluntary 
agreements among distributors for dividing 
territories and customers, implementation of 
the existing Office of Price Administration 
and War Production Board joint statement 
of policy on fair allocation, piece-meal exten- 


sion of compulsory allocation by trades to 
those retailers who voluntarily register for 
quotas, extension of the use of compulsory 
allocation clauses in War Production Board 
Limitation and Conservation Orders, and a 
general regulation requiring allocation of all 
goods in proportion to past sales. (On this 
subject cf., M. D. Taylor, ‘Allocation of 
Scarce Consumers’ Goods to Retailers,” pp. 
123-132, above.) 


18.2 Theoretical Aspects of Rationing. Hans 
P. Neisser, Quarterly Journal of 
Economics, May, 1943. 


This is a nineteen-page article devoted toa 
careful consideration of the following topics: 
types of rationing—over-all rationing, pure 
over-all dollar rationing, pure over-all point 
rationing, over-all point dollar rationing; 
over-all rationing vs. specific rationing; 
group rationing; the bases for group ration- 
ing; value vs. point rationing; and point 
prices. 

The author concludes: “Fairness requires 
us to compare group rationing, not with 
over-all rationing in general, but with over- 
all rationing qualified with numerous exemp- 
tions. Over-all rationing would cover either 
(a) the scarce necessities of life or (b) all 
goods except the ones the supply of which is 
ample or cannot be sufficiently controlled. 
System (b) has few advantages over group 
rationing. The gain in freedom of choice 
which it offers is small compared with the 
loss in security of supply for necessities of 
life which, under group rationing, exists for 
the group, though not for its individual com- 
ponent. It seems preferable, therefore, to 
proceed by group rationing, in broad cate- 
gories, according to the development of sup- 
ply and demand. The following features of 
such a system of group rationing are essen- 
tial. 

1. “The ration is to be expressed in points, 
the point prices per unit of goods sold being 
currently adjusted to equate demand and 
supply. 

2. “Coupon exchanges should be estab- 
lished on which coupons of one category are 
exchanged against coupons of another cate- 
gory. The exchange relations would be es- 
tablished by supply and demand. 
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3. ‘Wherever desirable for the war effort, 
direct control of supply must be established 
through allocation and limitation of mate- 
rials and labor and through standardiza- 
tion.” 


18.3 OPA Acts to End Marking Grades. 
Broadcasting, August 2, 1943. 


The Office of Price Administration has re- 
voked its requirement that retail grocers 
who buy in bulk and then repackage before 
selling must show the grade on their retail 
packages, if it had been shown on the orig- 
inal package. This action is the first to be 
taken by OPA under the amendment to the 
Commodity Credit Corporation Act which 
eliminates compulsory grade labeling. 


21. PRICES AND PRICE POLICIES 


21.1 Estimated Lags between Farm, Whole- 
sale, and Retail Prices for Selected Foods, 
by Herschel W. Little and Albert L. Meyers, 
was published by the Bureau of Agricul- 
tural Economics in June. Price controls and 
other war programs create an acute need 
for detailed information on the behavior 
of food prices in different markets. Differ- 
ences in the time at which price changes take 
effect in different types of markets have 
caused a great deal of trouble in setting 
price ceilings and in other ways. For example, 
recently the present farm and wholesale 
prices for some vegetables in very short sup- 
ply have declined, but retail prices are still 
up, interferring with efforts to obtain wider 
distribution of presently increased supplies. 
Data on these price regulations have been 
frequently requested by war agencies. This 
research is a part of the Bureau’s work in 
estimating marketing margins and related 
measures, the results of which are used con- 
stantly by other Government agencies. 


21.2 Retail and Wholesale Margins for Food 
and Textile Items. In the fall of 1942 the 
Office of Price Administration, utilizing the 
Bureau of Labor Statistics as its collection 
agency, obtained voluminous data from re- 
tail stores and from food wholesalers showing 
the margins or spreads between selling price 
and actual cost price as per latest invoice for 


the same commodity. These data represent a 
wealth of information on retail price spreads 
on a scale never obtained heretofore. In the 
pressure of administrative duties, the Office 
of Price Administration was not able to carry 
through exhaustive analysis of these data 
but has permitted the Bureau of Agricultural 
Economics to have access to this material for 
further analysis. The Bureau is preparing 
tables and charts showing the prices, mar- 
gins, time lag between purchase and sale, 
and pattern of margin relationship to price 
as shown by regression analysis for items in 
the food group by commodity, geographical 
region, and store type. For textile commodi- 
ties and shoes material being prepared will 
show the median percentage mark-ups by 
commodity and price line. 


21.3 Monopolistic Competition Theory and 
Public Price Policy. V. A. Mund, 
American Economic Review, Decem- 
ber, 1942. 


Imperfect Competition Theory and 
Basing-Point Problems. J. M. Clark, 
American Economic Review, June, 
1943. 

In the April, 1943 issue of this JouRNAL at- 
tention was called to the able article on the 
basing-point system of pricing, written by 
Arthur Smithies and appearing in the 
American Economic Review for December, 
1942. The two articles noted in the present 
review add to an understanding of the com- 
plexities of pricing under modern conditions 
of industrial production. 

Our previous conclusion is unchanged, 
namely, that we have not yet found a 
“proper” way to deal, in the public interest, 
with cases of “imperfect competition.” 
Clark’s contention that serious consideration 
should be given to the probable effects of 
alternatives to present methods of pricing 
presents a real challenge to both the “‘aca- 
demic” and the “‘administrative” student of 
marketing. This, it seems, Mund has hardly 
done with adequacy; he appears, in fact, to 
have fallen into the error which he condemns 
in others, namely, failure to recognize fully 
the complicated effects of his own sugges- 
tions. Clark points out with vigor and clarity 
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some of the shortcomings in Mund’s presen- 
tation. Space does not permit a balancing of 
the arguments here; it must suffice to urge 
that both articles be read with care, to the 
end that Clark’s conclusion may be ac- 
cepted: “‘by all means let us try to make 
competition work better. There must be 
some way of going about this constructive 
job without requiring economists to accept 
Mund’s theoretical views in the diagnostic 
area. They are much less certain to disagree 
if they can get down to estimating objec- 
tively how specific, proposed remedies would 
work in specific conditions.” 


22. GENERAL MARKET STATISTICS 
22.1 Bureau of the Census 


22.1.1 The end of the Sixteenth Decennial 
period on June 30, 1943, brought to a close 
the largest statistical inventory of social and 
economic resources the Nation has ever 
made. The results will be available in about 
55 volumes, and in about 47 special reports 
and 250 bulletins containing material not 
duplicated in the volumes. The large num- 
ber of press releases, preliminary reports, 
and State and subject bulletins which are 
being incorporated into the final volumes are 
not included in these figures. 

The amount of detail tabulated for small 
areas of particular value to market analysis 
has never been exceeded. Much of this detail 
will be published. Other figures, such as 
minor civil division data for agriculture, are 
available from the records of the Bureau for 
the cost of transcription or photostating. In 
addition, enumeration district and block 
summary punch cards are available for de- 
tailed area analysis. Insofar as the regular 
work of the Bureau permits (The Bureau is 
now concerned primarily with war work), 
special tabulations can be made at cost in 
accordance witii government regulations for 
such jobs. The material on these punched 
cards is indicated below. 

A number of the publications of the Six- 
teenth Decennial Census are still being 
printed and these will be included in the list 
of “Census Bureau Publications.” The latest 
issue of this list is available from the Bureau 
on request. 


22.1.2 Local Area Analysis Service. In 
connection with the tabulation program of 
the Sixteenth Decennial Census and the 
sample surveys conducted by the Bureau, 
sets of material useful for area analysis have 
been prepared. These materials make con- 
venient stratification by small areas for pur- 
poses of selecting sample areas. The same 
material can also be used for making analy- 
ses of local regions. 

The materials mentioned include: 

a. Enumeration district summary punch 
cards. Enumeration districts are the ad- 
ministrative areas used in the Decennial Cen- 
sus for the assignment of work to an enumer- 
ator. The number of persons in an enumer- 
ation district is usually less than 1500. The 
entire country is covered by these districts. 
The enumeration district summary punch 
card contains basic population and housing 
information and some agriculture data. 
There is one card for every district outside 
of those areas for which block summary cards 
are available. 

b. Block summary cards. Block statistics 
on housing have been published in the sup- 
plements to the First Series Housing Bulle- 
tins (16th Census, 1940) for all cities with 
§0,000 or more inhabitants in 1930. Sum- 
mary punch cards containing the published 
information have been prepared and are 
available for special tabulations. 

c. County cards. In developing the sam- 
pling program of the Bureau, a large number 
of items for each county have been placed on 
cards. In certain cases counties have been 
combined to form more efficient sampling 
units. 

These cards can be very useful in prepar- 
ing area analysis by building up the under- 
lying structure of the region in 1940. When 
other work permits, these cards may be 
available for special tabulations for private 
agencies at cost. 


22.1.3 Classified Industrial Directory. The 
Bureau of the Census is now bringing its 
classified industrial directory of manufactur- 
ing establishments up to date. In this direc- 
tory, manufacturing establishments are clas- 
sified by industry, location, and size. In- 
formation concerning new establishments 
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and changes in the products of existing es- 
tablishments have been obtained from 
current Census Bureau and War Production 
Board reports. Arrangements also have been 
made with a number of other Federal agen- 
cies to supply similar information concern- 
ing manufacturing establishments to the 
Census Bureau for use in this project. 

Address stencils are maintained for each 
establishment which makes it possible for 
the Bureau of the Census to provide a mailing 
service for other Federal agencies. 


22.1.4 Population Estimates. The Bureau 
of the Census has been able to prepare esti- 
mates of civilian population for States and 
counties on the basis of the number of regis- 
trants for consumer rationing. A release 
already issued as Series P-3, No. 33, entitled 
“Estimates of the Civilian Population by 
Counties: May 1, 1942” contains estimates 
of the civilian population based on regis- 
trations for War Ration Book One. Similar 
estimates as of March 1, 1943, based on 
registrations for War Ration Book Two, are 
in process. A release issued July 30 (P-3, 
No. 36) gives preliminary figures for States 
based on the registrations during the initial 
period only. A final release for this date will 
be issued taking account of late registrations 
and containing estimates for counties and 
corrected estimates for States. The possibil- 
ity of obtaining estimates from the registra- 
tions by mail for War Ration Book Three, 
which took place in June, 1943, is being in- 
vestigated. 


22.1.5 Statistical Abstract of the United 
States, 1942. The 1942 edition of the Statis- 
tical Abstract of the United States will prob- 
ably be available from the Superintendent of 
Documents by the time this note appears. 
This reference book summarizes govern- 
mental and nongovernmental statistics and 
includes not only a full index, but also a 
bibliography of sources of statistical data. 

A concentrated attempt to evaluate this 
volume with a view toward making it more 
useful is now under way. With this in view, 
a post card calling for a few simple items of 
information, has been included in each copy 
of the 1942 edition printed. Purchasers of 


this edition are urged to fill in this card and 
return it promptly to the Bureau of the 
Census. Remarks, suggestions, and criticisms 
of the Statistical Abstract will be appreci- 
ated. 


22.2 Marketing and Sampling Uses of Popu- 
lation and Housing Data. A. Ross 
Eckler and E. P. Standt, Yournal of 
the American Statistical Association, 
Volume 38, Number 221. 


The authors, as members of the staff of 
the Bureau of the Census, point out that 
the 1940 census provides many types of 
population and housing statistics useful for 
the establishment of marketing programs 
and especially for the effective operation of 
sample studies required for market analysis. 
They briefly mention certain respects in 
which the use of some of the census data have 
been modified during the war period. How- 
ever, the major part of the article, which was 
prepared for presentation at the Annual 
Meeting of the American Statistical Associ- 
ation on December 29 to 31, 1942, is devoted 
to a description of two types of use, namely: 

1. to describe the market with which a 

particular business organization is in 
contact, and 

2. to provide area and other controls 

needed for special sampling studies of 
markets. 


22.3 Trade Activity—A Regional Summary. 
Dun’s Review, May and June, 1943. 


Information on trade activity is given for 
29 regions in the form of trade barometers, 
which are composite indexes of trade activ- 
ity compiled by Dr. L. D. H. Weld, and 
paragraph summaries. Consumer buying 
reached a high in February, 1943 from which 
it slowly dropped in all but one area in 
March. However, trade activity remains 
higher than a year ago. 


22.4 Average Family Spends $472 When 
Moving into New Home. Printers’ 
Ink, June 18, 1943. 


This article reports the findings of a poll 
conducted recently by the F. W. Dodge 
Corporation. Six hundred and thirty-one 
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families surveyed at the time they purchased 
or rented new homes are spending or expect 
to spend an average of $472.97 per family. 
Three quarters of this sum is actually spent 
within four months after occupany. The de- 
tails of how this money is spent are tabularly 
presented and compared with the smaller ex- 
penditures of families covered by the Bu- 
reau of Labor Statistics, Department of 
Labor in 1935 and 1936. 


22.5 The Composition of Income and Owner- 
ship of Capital by Income Classes in 
the United States in 1936. Rufus S. 
Tucker, Yournal of the American 
Statistical Association, June, 1943. 


Any study of income and its distribution 
is of interest to those engaged in market re- 
search. The present study is particularly 
valuable, for in it the federal data together 
with the state data from the two states that 
require income reports from all adults is 
analysed. Total income received is traced 
to its source, such as, labor, profits, rent, and 
averages are given for each income class. 
While these data refer to a single year only, 
they show certain relationships that prob- 
ably hold reasonably constant and which will 
be an aid in the consideration of potential 
buying power. 

The original purpose of the article and the 
conclusions drawn are well illustrated in the 
writer’s own words. “The simple picture of 
a class society constructed by Karl Marx and 
accepted by unobserving persons in this 
country is not supported by the income tax 
statistics. We do not have a large property 
less proletariat, living in poverty and de- 
spair, ruled by a small class of capitalists, 
living in luxury and idleness. Every income 
class received over one-fifth of its income 
from sources other than wages; no income 
class received less than one-fifth of its in- 
come from the sale of its labor to employers; 
and no income class received less than 37 per 
cent of its income from labor of some sort— 
either working for others or actively conduct- 
ing a business enterprise. The number of 
idle rich is small. Of the 231,000 consumer 
units with incomes over $10,000 not over 
51,000 lived entirely on income from prop- 


erty and at least 16,000 or 17,000 of these 
were single women (including widows)... . 
We conclude that the vast bulk of our people 
are both capitalists and laborers during the 
prime of their lives; they begin their careers 
without much capital except their bodies and 
their brains, and they wind up with very 
little earning power in them, but with 
enough capital to live on.” 


22.6 Bowley’s Studies in the National In- 
come, 1924-38. E. Rothbarth. 
Two Studies on Income and Expendi- 
ture in the United States. R. Stone. 
United States National Income Statis- 
tics. Milton Gilbert, The Economic 
Fournal, April, 1943. 

People interested in the literature on in- 
come will want to read these three aricles. 
Studies on income and on expenditure ‘by 
Kuznets, Bowley and others are reviewed 
and briefly compared and analyzed. 


23. MARKET AREA STUDIES 


23.1 A Working Manual for Sales Control 
of the Chicago Market. Chicago 
Herald-Examiner, Chicago, 1943, pp. 
131. 

This is the latest revision of the original 
volume brought out in 1929 and includes 
timely facts and detailed maps for organizing 
a basic pattern of selling and advertising in 
the forty-mile Chicago area. Included are 
data on population, earned incomes, rents 
and retail stores broken down for each of 
fifty-four sales divisions. Major and minor 
shopping areas and principal shopping 
streets are shown as a time-saving device for 
directing sales effort toward the most pro- 
ductive areas. The Herald-Examiner was 
among the first newspapers in the United 
States to establish a Research and Market- 
ing department as a direct aid to more effec- 
tive selling and this manual maintains the 
high standard set by its predecessors. 


23.2 Major Trading Area Comparisons, 1942 
and 1941. Sales Management, June 15, 

1943. 
This is a summary of Sales Management's 
1942 and 1943 Surveys of Buying Power in 
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which all of the counties in the United 
States are grouped into 187 trading areas 
as drawn up by Batten, Barton, Durstine 
and Osborn. The May 10 issue of Sales Man- 
agement carried sectional outline maps and 
pictographs. 


24. RESEARCH TECHNIQUE 


24.1 Here’s a Novel Plan for Measuring 
Magazine Audiences. Everett R. 
Smith, Printers’ Ink, June 4, 1943. 


In this article Mr. Smith, Director of Re- 
search, Macfadden Publications, replies to 
an article in the May 28 issue which dis- 
cussed the need of a method of studying 
total magazine audiences for twelve or four- 
teen magazines at a time. 

The author points out that the first test, 
and plans for the extended national study, 
under the control of the Magazine Audience 
Group and now under way, were developed 
before the death of Dr. Paul T. Cherrington 
who was chairman of the Magazine Audience 
Group. 

The new methods are, according to Mr. 
Smith, a refinement of other methods de- 
veloped in the last three years. They use a 
card system in which the interviewer plays 
a recognition game with the respondent. The 
cover and contents of twelve or fourteen 
magazines are reproduced on cards and are 
shown to the respondent in an interesting 
manner. In this way it is not necessary actu- 
ally to handle copies of complete magazines. 

Studies made by this card-recognition 
method used for twelve magazines showed 
results for weeklies almost identical with the 
average of the Life study, and for the 
women’s service books almost identical with 
those of the Good Housekeeping study. 


24.2 Use Both Mail-Type Questionnaire and 
Personal Interviews in Readership 
Research. Robert E. Baxter, Printers’ 
Ink, May 7, 1943. 


Most readers will be interested in Mr. 
Baxter’s report of a readership study made 
by the Los Angeles Times in 1943. A com- 
parison was made of the interview and ques- 
tionnaire methods. The results, although not 
conclusive, indicate that personal interview- 


ing is not adequate, particularly where the 
ego factor is involved, for either editorial or 
advertising matter. 

Mr. Baxter concludes, ‘““Whatever other 
points are reached, this study suggests that 
we are a long way from being able to formu- 
late basic principles for readership research. 
This experiment with the mail-type survey 
which was handled far more carefully than 
we have yet heard of, certainly indicates 
that it might be, through future testing, 
come to be considered as a most important 
adjunct to readership research.—Don’t count 
the well-planned mail-type survey out yet. 
This is only the first round. There are four- 
teen more to go.” 


24.3 The Want-Association Technique of 
Advertising Evaluation. Dale Hough- 
ton, Printers’ Ink, July 16, 1943. 


In this article Professor Houghton briefly 
describes the Want-Association Technique of 
Advertising Evaluation which is the result 
of a ten-year experimental study conducted 
at the School of Commerce of New York 
University. By means of this technique Pro- 
fessor Houghton believes it is possible to 
determine how successful manufacturers 
have been in causing their products to be 
thought of first and used for specific wants. 


24.4 Choice of the Dependent Variable in 
Regression Analysis. Frederick V. 
Waugh, Journal of the American 
Statistical Association, June, 1943. 


This article, and the comments by Mor- 
decai Ezekiel which follow it, is of interest to 
anyone who uses correlation and regression 
analysis in the interpretation or forecasting 
of market data. The argument deals with 
the logic back of such studies. Both authors 
maintain that there has been much fallacious 
reasoning in the choice of dependent and in- 
dependent variables and, consequently, in 
the interpretation of regression lines. Per- 
haps both authors have, themselves, been 
guilty of fallacy in some instances. Certainly 
they are right in urging great care in the use 
of this type of analysis, and the market re- 
searcher may well be put back on the right 
track through a careful reading of this dis- 
cussion. 
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25. WAR—GENERAL 


25.1 Impact of Shortages on Marketing. 
Charles F. Phillips, Harvard Busi- 
ness Review, Summer, 1943. 


“The immediate effect of shortages and 
rationing upon the firms engaged in market- 
ing rationed commodities shows itself in 1) 
decline in sales volume of the rationed com- 
modities, 2) changing consumer buying 
habits, 3) rising marketing costs.” Each of 
these major effects is discussed in some de- 
tail and many illustrations are given. Which 
of the effects will be most lasting is, of course, 
uncertain. It seems clear, however, that the 
style element and the small merchant will be 
among the more serious casualties, if not 
fatalities. The author urges early rationing, 
before stocks are exhausted so completely as 
to force major changes in distribution chan- 
nels, and a continuance of rationing after 
the war until merchants stocks can be rebuilt. 


25.2 The Postwar Market for Domestic 
Laundry Equipment. Curtis Publish- 
ing Co., Commercial Research Divi- 
sion, Philadelphia, 1943, pp. 24. 


This study presents a formula for prosper- 
ity for the home laundry equipment industry 
as follows: (1) Product development which 
will afford the basis for leadership. (2) Ade- 
quate national magazine advertising which 
will perform the specialty selling function. 
(3) Rigorously selective retail distribution 
which will make possible effective sales ef- 
fort at the point of purchase. It also dis- 
cusses the historical background of the in- 
dustry and points out mistakes of the past 
to be avoided in the future. 


25.3 The Aviation Industry. The Division 
of Commercial Research, Curtis Pub- 
lishing Co., Philadelphia, 1943, pp. 44. 


In 1930 this company published a survey 
with the same title which foretold with re- 
markable accuracy many of the develop- 
ments, particularly in commercial aviation, 
which have since taken place. This present 
study establishes a benchmark picture of 
the whole aviation industry as it stands to- 
day, considering the impact of the war, with 
some indications of the marketing problems 


which lie ahead. The study is well organized, 
accurate and exceedingly well written and 
should prove interesting reading, not only 
to those in the aviation industry for whom it 
points out the importance of using adequate 
merchandising and advertising skill in selling 
its products and services to the American 
public, but also to those in other industries 
who are interested in seeing what their fu- 
ture competition may be. The discussion of 
the postwar possibilities of individual flying 
and the developments which must take place 
before private plane ownership can approach 
the proportions of a mass market, is a real 
contribution to the thinking in this field. 


25.4 A Bifocal Look at the Building Market. 
Pencil Points, New York, 1943, pp. 46. 


Using the analogy of two-purpose vision 
afforded by bi-focal glasses (near and far or 
“now” and “future”), this survey urges “‘bi- 
focal thinking” about the present and future 
building market. The study brings out that 
the current schedule of new war housing is 
670,000 new living units, valued at $2,410,- 
000,000, while scheduled construction of all 
types to be completed in the United States 
this year is $20 billion. The future market is 
estimated at 900,000 to 1,200,000 new dwell- 
ings each year for the next ten years plus no 
one knows how much public works construc- 
tion. 


25.5 Survey of Postwar Housing. Parents 
Magazine, New York, 1943, pp. 9- 


This is the result of a survey among archi- 
tects, builders, contractors and building ma- 
terials dealers for opinions on the size, char- 
acter and price of the postwar house. Replies 
showed that 60 per cent of those queried 
felt that the biggest postwar market would 
be for houses costing up to $6,000; and 70 per 
cent thought that this price range was where 
prefabricated buildings would have the 
greatest vogue. However, 68 per cent be- 
lieved prospective home owners would not go 
in for prefabrication, while 52 per cent held 
the opinion that it would succeed only in 
mass housing efforts. A substantial majority 
thought that after the war there would be 
more one-story houses built with fewer 
rooms. 
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25.6 The Food Situation, May 1943. John 
D. Black, Harvard Business Review, 
Summer, 1943. 


The sanity and restraint with which Pro- 
fessor Black treats this subject makes this 
article one that should be read by anyone 
who pretends to realistic thinking on the 
subject. Especially it might be devoutly 
wished that all columnists and radio com- 
mentators might read and ponder it. “The 
question that seems to be involved is one of 
human strategy, about which none of us is 
very wise.” That there are food problems, 
both now and postwar, is certain; that more 
people than normal in the United States 
are to be short of adequate food nutrients is 
both unnecessary and unlikely. All our agri- 
cultural land needs to be utilized, but just 
how it can best be used involves problems in 
combinations and permutations the solution 
of which requires bold and unselfish leader- 
ship. And, of course, the food problems can- 
not be considered in isolation; other pro- 
grams for full employment and a reasonably 
balanced budget ‘are essential to a sound 
agricultural and food program. 


25.7 The Bureau of Human Nutrition and 
Home Economics of the Agricultural Re- 
search Administration has issued the follow- 
ing leaflets in its excellent series on helpful 
hints to American families on the conserva- 
tion of food and equipment: Wartime Can- 
ning of Fruits and Vegetables; Root Vege- 
tables in Wartime Meals; Fats in Wartime 
Meals; Canning Tomatoes; Home Canning 
of Meats; Oven drying—One Way to Save a 
Victory Garden Surplus; Charts on Home 
Canning; and Cleaning and Adjusting Sew- 
ing Machines. 

Individual copies of these leaflets are avail- 
able free or may be obtained in quantities at 
nominal cost. 


25.8 Wartime Wages and Manpower in 
Farming. Monthly Labor Review, De- 
cember, 1942. 


In this fourteen-page article is presented 
factual data pertinent to the solution of the 
nation’s food problem. Careful comparisons 
are made between farm and nonfarm wages 


on geographic (nation, region, state), chron- 
ological (1909-1939), and wage-group bases. 
In addition, there is a brief discussion of the 
relation of both farm and factory wages to 
prices and of farm wages and the wartime 
supply of farm labor. 


25.9 The Impact of War on American Fam- 
ilies. Life Magazine, New York, 1943, 


pp. 60 


This survey, based on regular interviews of 
magazine audiences, supervised by the 
Magazine Audience Group, and on 6,000 
interviews on a national cross-section basis 
conducted by Crossley, Inc., brings out the 
interesting fact that a year after Pearl Har- 
bor two-thirds of the families of the country 
were not yet represented in either the armed 
forces or war work, while only 18.1 per cent 
of all families were reported having one or 
more members in the armed forces, and 18.9 
per cent had members in war work. About 
4-2 per cent were represented in both. It also 
shows that approximately 66% of families 
with war workers had increased their earn- 
ings and led all other groups by a wide mar- 
gin. Farmers reported the greatest propor- 
tion with increased income, 43.8%; families 
of minor executives topped those of major 
executives, 39% to 28%; and 34.1% of 
families represented in the armed forces were 
receiving more money while 44.3% were get- 
ting less. 

One year after the United States entered 
the war comparatively few family heads had 
shifted their jobs, and those who were execu- 
tives, clerks, unskilled workers or profes- 
sional men had changed but little in number. 

Nearly 9% of family heads owning or 
working on farms gave them up one year 
after Pearl Harbor and 7% of American 
salesmen had strayed away from their trade. 
Results also showed that 59.2% of all fam- 
ilies reported owning cars, and only 5.9% 
had laid them up. 16.3% had given up driv- 
ing in the lower income level where cars are 
fewest. 


25.10 The University of Minnesota has un- 
dertaken a comprehensive study of the im- 
pact of the war on certain Minnesota com- 
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munities, from which it is hoped that infer- 
ences may be drawn concerning postwar 
problems and developments. Dean Russell A. 
Stevenson of the School of Business Admin- 
istration is in genera] charge of the project 
in which the departments of economics and 
business, political science, sociology, jour- 
nalism, education and public health are co- 
operating. Close coordination is being under- 
taken between this study and those of the 
Committee for Economic Development, sev- 
eral of which are being started in this state. 
For the present, the University study is 
limited to the one town of Red Wing, but 
it is expected that others will be added in 
the near future. Dr. Roland S. Vaile is in 
charge of the economic aspects of the Red 
Wing study. A report of progress may be 
expected in the next issue of this JouRNAL. 


25.11 An interesting and timely series of five 
bulletins on Postwar Readjustments has been 
published by the Committee on Economic 
Policy of the Chamber of Commerce of the 
United States. These reports, prepared for 
the committee by Emerson P. Schmidt, con- 
tain pertinent discussions of areas indicated 
by the following titles: 


No. 1. Why Plan for the Postwar Period? 
No. 2. Is Postwar Collapse Inevitable? 
No. 3. Some Unfavorable Factors. 

No. 4. Maladjustments in the Postwar. 
No. 5. Absorbing the Total Labor Supply. 


25.12 Canada’s Nutrition Program. E. B. 
Eddy Co., Ltd., Hull, Canada, 1943, 


pp. 31. 


The scope of Canada’s nutriton program 
is shown through thirty pages of description 
and illustration relating to what has been 
done in publication, advertising, booklets, 
plant promotion, radio, billboards, street 
cars and displays. It will be of interest to 
those dealing with foodstuffs in this country 
as indicative of what may happen here. 


25.13 Britain’s Wartime Food Policy. J. J. 
MacGregor, Fournal of Farm Eco- 
nomics, May, 1943. 


This report by a professor in one of Eng- 


land’s agricultural colleges has a very famil- 
iar sound to anyone who has followed the 
food situation in this country. Perhaps the 
flavor of the report can best be given by 
quoting individual sentences covering some 
of the important points made. 

“The control and organization of food 
supplies is one of the most vital of all war- 
time efforts.” ... “In the main, the re- 
sponsibility for food has been in the hands 
of the two Ministries of Agriculture and 
Food. . . . The Ministry of Food has become 
the sole purchaser for some commodities and 
exercises price control over practically all 
products. The home food production cam- 
paign has been the concern of the Ministry 
of Agriculture. On the whole, insofar as it is 
possible to compare their rather different 
functions, it might be said that the work of 
the Ministry of Agriculture has been easier 
to perform than that of the Ministry of 
| 

“In carrying out its functions the Min- 
istry of Food has a very positive duty to per- 
form in arranging the nutritional adequacy 
of the country’s diet, both quantitatively 
and qualitatively. It has also taken steps, 
through subisides on an increasing scale, to 
see that people with low incomes are able 
to buy sufficient quantities of staple foods. 
This is a recognition that rationing alone 
does not ensure the consumption of the full 
rations unless the price comes within the 
range of ability to pay.” . . . “Perhaps, para- 
doxically, the main criticism of the rationing 
has not been because of its imposition so 
much as because it has been applied ‘too 
little and too late’.”’ 

“Another important factor of the war- 
time policy is that a very large proportion of 
men engaged in agriculture have been re- 
served from Military Service. Nevertheless, 
a large number of men have left agriculture 
for the fighting services, and it has been nec- 
essary to find more hands to deal with the in- 
creased food output of farms... .” 

The very considerable detail given in the 
article makes it valuable to anyone particu- 
larly interested in the British experiences 
and in the lessons to be drawn relative to 
our own food problems. 
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25.14 Rationing and Price Control in Great 
Britain. D. M. Keezer, American 
Economic Review, June, 1943. 


This description and analysis of British 
experience in rationing and price control is 
the result of a first-hand study made on be 
half of the OPA. It supplements Mac- 
Gregor’s article on Food Policy admirably 
by comparing the work of the Ministry of 
Food with that of the Board of Trade. The 
latter organization is charged with the ra- 
tioning and pricing of most non-food com- 
modities. Keezer is particularly concerned 
with pointing out the ways in which British 
experience might be helpful in America. 


25.15 Manpower Problems as Handled in 
Great Britain and Canada. This reprint of an 
address by Dr. Bryce M. Stewart, Director 
of Research, Industrial Relations Counsel- 
lors, develops the compulsory methods used 
by Great Britain and Canada in handling 
their manpower problems and contrasts them 
with the voluntary and relatively disorgan- 
ized approaches used in the United States. 
Our two allies were able to weave a smooth 
organization around a well trained group of 
civil servants. This has not been so readily 
possible in our country and the speaker 
makes a plea to businessmen to give greater 
attention to the training of our own civil 
servants and to their more effective utiliza- 
tion in the American governmental structure. 


26. MISCELLANEOUS 


26.1 The Food Distribution Administration 
has been making a comprehensive survey of 
the physical facilities of fruit and vegetable 
processing plants throughout the continental 
United States. Information was obtained 
through personal visits of the processed food 
inspectors of the Fruit and Vegetable Branch 
in connection with the performance of their 
regular work. Because of their intimate un- 
derstanding of the processing industry the 
inspectors were specially qualified to collect 
the essential facts. Their reports cover 3,540 
plants, the management of which cooperated 
wholeheartedly with the inspectors. Some 
plants even volunteered supplemental in- 
formation. 


The enumerations include the following ir - 

formation for each plant: 

Name, address, name of owner, manager, 
location, county, State. 

Every commodity packed—the season in 
which packed. 

The quantity produced in the 1942 season. 

The plant capacity per hour and the num- 
ber of employees required to produce 
at that rate. 

A list of every major piece of equipment in 
the plant (reported by lines), how it was 
powered, its age, manufacturer’s name, 
the commodity for which it is used, and 
the capacity of the machine per hour for 
the principal commodities handled. 

A list of all control or measurement in- 
struments. 


Information supporting the above includes 
storage space; kind and condition of build- 
ings; labor supply; quality control of prod- 
ucts; areas of supply; transportation used; 
ability to do own repair work; conversion 
possibilities to glass, dehydration, or quick 
freezing; and diagram showing plant output. 

It is intended to make available to the 
public in the fall a summary of these facts as 
well as a directory of fruit and vegetable 
processing plants. 


26.2 Profit trends in the underwear industry 
from 1918 through 1942 are examined in a 
survey recently completed by the Research 
and Statistical Division of Dun & Brad- 
street, Inc. Sponsored by the Underwear In- 
stitute, the study was made to provide data 
for possible discussions with the O.P.A. on 
the proposed price ceilings. 

Figures were collected on manufacturers’ 
net sales and net profits (both before and af- 
ter Federal Income and Excess Profit Taxes) 
for the years 1918 through 1942. The con- 
cerns were classified by 1) principal method 
of operation, 2) principal method of distribu- 
tion, and 3) principal type of underwear pro- 
duced. 

For each year covered by the survey, tabu- 
lations were made of the ratio of aggregate 
profits to aggregate sales, the median ratio of 
profits to sales for individual concerns, and 
frequency distributions of profit ratios. 
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Wherever possible, similar analysis of the 
rates of profit were made by size of concern, 
method of operation, method of distribution, 
and principal product. 

Reports on this study are not available for 
general distribution. Mr. Earle E. West, 
secretary of Underwear Institute, was in 
charge of the study for the association. 


26.3 Miss Florence L. White, University of 
Illinois, has completed her study of J/linois 
Business Activity, 1937-1942. This is being 
published as a special bulletin in the Uni- 
versity of Illinois’ Bureau of Economic and 
Business Research series. 


26.4 Parity and Progress. Donald Paarlberg, 
Fournal of Farm Economics, May, 
1943. 

The assumption that parity of prices is 
“the ultimate in equity” is called into ques- 
tion by this article. Specific questions are 
asked as follows: ‘Does parity of prices auto- 
matically assure parity of income? Would 
the maintenance of a parity price freeze the 
farmer’s standard of living as of 1910-1914? 
Or have improved methods of production so 
decreased costs that a given price returns a 
larger income than 30 years ago?” Light is 


shed on these questions by an interesting 
study of net returns to farming, farm labor 
earnings being the main measure employed. 
A large number of studies made in the north- 
eastern part of the United States are care- 
fully analyzed and farm labor earnings are 
compared with factory wages, farm prices, 
and the purchasing power of farm products. 
The conclusions include the following: Parity 
prices to farmers of the Northeast would 
probably provide a net return greater than 
pre-war, but would not offset the apparent 
disparity between incomes of agricultural 
and industrial groups. 


26.5 The Bureau of Agricultural Economics 
published in June the results of a study of 
Food Waste and Spoilage in Washington, 
D. C. (July 29 to September 14, 1940). by 
Walter H. Stolting and Albert L. Meyers. 
The question of food waste and spoilage has 
become of great importance because of in- 
creased food needs in the war. Various war 
agencies have desired data on this subject in 
connection with, for example, fixing retail 
margins on fruits and vegetables. Very few 
actual facts about food spoilage have been 
available. This study, although preliminary, 
throws considerable light on the subject. 
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STUDENT Fo_kways AND SPENDING AT INDI- 
ANA University, by Mary M. Crawford. 
New York: Columbia University Press, 
1943. Pp. 271. $3.50. 

This book is a study of student spending at 
Indiana University. It was undertaken to de- 
termine (1) the pattern of student consump- 
tion, (2) the variation of spending among 
different groups on the campus, and (3) the 
social and economic factors responsible for 
such variations. It is based on data covering 
the academic year 1940-1941, collected by 
questionnaires from a sample of 1,275 un- 
married undergraduate students, distributed 
among the various groups on the campus in 
such a way as to be representative of the en- 
tire undergraduate student body. 

The figures reported are classified and sub- 
classified to show twenty separate categories 
of objects of expenditure and twenty differ- 
ent sub-divisions of types of students. The 
author is aware that estimates by students of 
their own expenditures are subject to possi- 
ble error, but states (p. 233): “However, stu- 
dents in interviews expressed confidence in 
their estimates.” 

In addition to the statistical data, many 
interesting details about the activities and 
customs of campus life are presented. The 
study should be of interest to students of 
consumer economics, college administrators, 
college students and their parents, sociolo- 
gists, and future historians. 

J. Puitip WERNETTE 
Washington, D.C. 
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Price ConTrot In THE War Economy, by 
Julius Hirsch. New York: Harper and 
Brothers, 1943. Pp. xvii, 311. $3.00. 


The title of this book might well be ‘““The 
Economics of Freeze, Squeeze and Subsidies 
in War.” 

The purpose of the book is to set forth the 
history, philosophy, principles, procedures, 
and effects of price controls under war condi- 
tions in the United States. The back drop for 
the presentation is the a thor’s experience as 
Price Administrator and Secretary of State 
for Industry and Trade in Germany during 
and after World War I, supplemented by 
studies for the League of Nations and the In- 
ternational Chamber of Commerce. He has 
also done extensive consulting work with the 
Office of Price Administration in the present 
war. 

The plan of the volume and method of 
treating the subject includes: a foreword by 
Leon Henderson, former Administrator, Of- 
fice of Price Administration; historical sketch 
and early steps in price control in the present 
war; economics of fair, maximum, and mini- 
mum price; price control through money, 
credit, and commodity controls; rationing, 
priorities, and total allocation; administra- 
tive machinery; consequences of a war econ- 
omy; and a series of five appendices on legis- 
lation and special problems. 

The author’s experience has convinced him 
that there is a natural sequence of stages in 
the development of price controls for any na- 
tion under a war economy. Temporary freez- 
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ing of individual prices soon becomes selec- 
tive price fixing for many items. Then follows 
overall freezing of prices, rents, wages, and 
interest accompanied by allocation of mate- 
rials, facilities, and labor. Broadly speaking 
the development of the book progresses 
through these stages ending with the adop- 
tion of the Controlled Materials Plan (CMP) 
for allocating materials. 

In a Democracy it is necessary that the 
public understand the basic philosophy and 
procedures in price control rather than 
merely submit to dictatorial orders without 
concurrence in their necessity. This is the 
only way we can attain an organization and 
morale that will outproduce the totalitarian 
dictators. There is no escaping a controlled 
economy in modern war. 

“Price Control in the War Economy,” de- 
spite the fact that it covers basic principles 
well, does not require a deep technical knowl- 
edge of economics to gain generous dividends 
in understanding. Although some economists 
might differ with the author on certain minor 
points, even they must admit that very few 
persons have had anything approaching the 
varied practical experience which Dr. Hirsch 
draws upon as a basis for arriving at his prin- 


ciples and conclusions. ., 
P Vercit D. REED 


Washington, D. C. 


THe Conrrot oF TrReENpDs 1n EXECUTIVE 
Procress, by LeRoy H. Kurtz. New 
York: Author, 1943. Pp. 44. $2.00. 

This document calls attention to the fact 
that nearly all thinking and planning for the 
improvement of personnel in American busi- 
ness is directed to rank and file employees, 
to foremen and junior executives, and that lit- 
tle or nothing is being done about keeping 
chief executives up-to-date and on their toes. 
Obviously, this is an excellent point. Top 
executives do get old physically and mentally. 
Some become stale from being on the same 


job too long. There is an undoubted tendency 


in successful concerns for the men at the top 
to become smugly self-satisfied. Some execu- 
tives tend to insulate themselves from new 
ideas. There is a natural tendency in many 
concerns for its executives to depend upon 
synthetic thinking. 


The author proposes a realistic approach 
to these problems, a check-up of executive 
progress and periodical ratings of the abili- 
ties, techniques, and results of the top execu- 
tives. Where the trend of executive ability is 
declining remedies are suggested such as the 
following: 


1. Elimination or retirement of executives 
on pensions. 

2. Horizontal promotions, transfers or 
shifts to give the executive new surround- 
ings, problems, and challenges. 

3. Giving the executive some active com- 
petition: “Introducing an aggressive catfish 
in a tank of complacent codfish, keeping the 
latter well exercised and their intellectual 
muscles in good working order.” 

4. Special assignments and the establish- 
ment of new goals. 

5. Active exchanges of information with 
other successful concerns on executive re- 
sults. 

6. The introduction of new blood in the 
business as a means of averting the danger of 
too close concord and consequent stagnation 
of its present executives. 

The normal growth curve of the average 
executive as well as of the average business 
begins to sag and decline after reaching peak 
development unless new ideas, fresh vision, 
rejuvenated policies and new methods are 
introduced. Continuous education, it is 
urged, is of as great necessity for chief execu- 
tives as it is for junior executives. 


This document presents a fundamental 
truth that deserves the consideration not 
merely of business owners and executives, 
but of college professors as well. The outlook 
is that the difficulties of business executives 
under the free enterprise system will | 
crease. Aggressive competence among those 
who manage and direct the affairs of business 
is as much a social necessity as it is a need of 
the individual business. Business education 
should be sharpened to train for these new 
problems. This document makes a much 
needed contribution to the thinking on this 
subject. 

Paut H. Nystrom 
Columbia University 
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ComMERCIAL Pouicy IN THE INTERWAR PE- 
RIOD: INTERNATIONAL PROPOSALS AND 
Nationa Pouicigs, by League of Nations 
Staff. New York: Columbia University 
Press, 1942. Pp. 164. $1.75. 


This volume is one of a series of League 
publications dealing with economic mat- 
ters. It provides an excellent and most or- 
derly account of the leading developments 
in commercial policy during the years 1918- 
1939. 

The avowed aim of the volume is to con- 
sider the reasons for the frequent discrepan- 
cies between the policies recommended by 
international conferences and committees 
and the policies actually pursued by nations 
whose efforts to achieve economic stability 
within their own borders proved to be in- 
compatible with the attainment of a desir- 
able degree of economic cooperation inter- 
nationally. 

Following out their obviously justifiable 
assumption that the future in commercial 
policy must be built on the past, the authors 
devote Part I of their study to a historical 
record of the policies advocated and the 
policies actually pursued. A factual review 
is made of all the commercial policies advo- 
cated from 1918 to 1939, including such 
prominent proposals as those drawn up in 
the Covenant of the League of Nations, the 
Brussels Financial Conference, the Genoa 
Conference, the World Economic Conference 
of 1927, the Stresa Conference of 1932, the 
London Monetary and Economic Confer- 
ence of 1933, the Tripartite Declaration of 
1936, and the various Inter-American Con- 
ferences of the later Thirties. 

The commercial policy actually pursued 
by the various nations is compared with the 
recommendations of all such conferences. A 
striking paradox emerges from that compari- 
son: In spite of repeatedly proclaimed inten- 
tions to bring about greater freedom and 
equality of treatment of trade, barriers to 
trade were raised rapidly and with consider- 
able discrimination. This paradox is made 
the theme of the study. 

Part II examines the reasons why com- 
mercial policy followed the course it did. It 
traces concretely the surprisingly large num- 
ber of lines along which that policy achieved 


substantial success, particularly during the 
period 1920-1929. A second period, 1930- 
1939, is pictured as an era in which the gen- 
eral trend was set with increasing force to- 
wards greater economic isolation. The dis- 
crepancies between conference recommenda- 
tions and policies actually pursued are held 
to have been largely due to the fact that 
neither were based on a fully informed con- 
ception of the issues involved. National eco- 
nomic policies tended, therefore, to be con- 
cerned with the determination of immediate 
tactics rather than with the formulation of 
broad strategy. 

The well-read student will find little that is 
new in Part I of this book. He will, however, 
welcome the clarity and conciseness with 
which the review of policy and practice 
is made. More important still, his interest in 
less restrictive international relations for 
the future will compel his careful attention 
to the conclusions presented in Part II. 

The authors conclude that the confer- 
ences sponsored by the League of Nations 
failed because, lacking adequate equipment, 
they did not study the position of different 
countries in detail and did not follow the de- 
velopments of trade as a whole. In conse- 
quence, the member nations, having jointly 
expressed their pious hopes, individually 
continued to view world trade as a national 
rather than as a world problem. Three major 
prerequisites of sound commercial policy 
were not met; namely, an orderly transition 
from war to peace, political security, and 
economic security. Yet the experience of the 
conferences with respect to such specific mat- 
ters as tariffs, most-favored-nation agree- 
ments and raw commodity agreements yield 
some pertinent hints as to future procedure. 
Theseare given in thefinal chapterof the book. 

One of the chief contributions of the book 
is found in the fact that it goes so much far- 
ther than merely to deplore the failure of 
international cooperation to reduce trade 
barriers. It outlines timely recommendations 
which should be given serious consideration 
when blue prints of action are drawn up by 
future conferences and committees which 
will grapple with the postwar problems of 
international trade that loom ahead. 

Huserrt E. Bice 
Syracuse University 
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Foop ror Prope, by Margaret G. Reid. 
New York: John Wiley and Sons, 1943. 
Pp. xv, 653. $4.00. 


This is a volume that might have been 
used to good advantage as a reference by 
technical advisers to the recent United Na- 
tions Food Conference. The social goal it 
envisions is an abundant food supply for all. 
The discussion embraces food production, 
the consumption of food, and the attitude of 
the state toward food for the people. Data 
are practically all drawn from our own coun- 
try, but this should make the book more 
rather than less valuable as a reference for 
the Hot Springs conferees since they must 
have looked forward to the after-the-war 
period when the United States will be the 
bread basket of the world. 

By coincidence, or by authorial design, 
the book is of unusual current interest and 
value. Five of the seven chapters devoted to 
the Production of Food deal with family- 
furnished as distinguished from commer- 
cially grown food. Although no details of the 
technique of planting or tending the Victory 
Garden are given, students of this war phe- 
nomenon as well as the practitioners them- 
selves will be interested in learning how the 
home garden affects the family budget and 
how it fits into the national economy. 

The section on the Consumption of Food 
presents a wide array of statistics and draws 
upon numerous researches to marshal data, 
on nutritional requirements, dietary habits, 
prices and purchasing power, family size and 
composition—all subjects of current na- 
tional and indeed even of international con- 
cern. 

In the part devoted to Social Policy and 
Food Consumption are considered such re- 
cent events and current situations as the 
food stamp plan, the agricultural adjust- 
ment program, school lunches, milk prices, 
the grading controversy, food advertising, 
marketing costs, and the control of food in 
wartime. 

The author is not a protagonist, save for 
the cause of adequate food for all. She pre- 
sents statistics and textual evidence, care- 
fully documented, from leaders of research 
in dietetics, nutrition, production and mar- 
keting of food. More often than not, she 


draws no conclusions but leaves it to the 
reader to make his own evaluation of the 
findings presented—an educational technic 
which is gaining wide acceptance, particu- 
larly for mature students. It is not unfair to 
say, however, that there is ample evidence of 
the author’s tendency to favor the consumer 
rather than the producer or distributor, the 
government rather than business, and to 
take the social rather than the individual 
point of view. 

The greater value of this volume appears 
to lie in its wide range of uses as a reference 
book, rather than in its possible utility as a 
class text. Conceivably it might be used as a 
text in classes in foods, diets, nutrition, con- 
sumer problems, and the like. Certainly it 
will be a valuable reference for students of 
all these subjects as well as for both teachers 
and practitioners of marketing and advertis- 
ing and agricultural economics. 


Henry A. Burp 
University of Washington 


Retait MEerRcHANDISING, by Walter, Win- 
gate, and Rowse. New York: Southwestern 
Publishing Co., 1943. Pp, vili, 520. $1.88. 


This book has been written “to present 
the fundamental principles and practices of 
retail merchandising that should be under- 
stood by all who plan on entering retailing 
as a vocation.” The authors intend that it 
shall be used for a year course in distributive 
education classes, preferably by students en- 
gaged in cooperative work-study systems. 

The “practical” approach is maintained 
throughout the book as evidenced by dis- 
cussions on wrapping packages, making 
change (with six illustrations), and other 
operational details. No phase of store opara- 
tion is omitted from the book, although ob- 
viously many important subjects must be 
summarily treated in so small a volume. 

The first of the five parts into which the 
book is divided deals with setting up the 
store, and includes material on choice of the 
kind of store, location, layout, and organiza- 
tion, plus a well written chapter on store 
services and policies. The second part, en- 
titled Selling, is comprised of nine chapters 
covering selling techniques, retail advertis- 
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ing, and display. Part three discusses what, 
where, and how to buy; how much to pay; 
and closes with a chapter on receiving and 
marking the goods. 

The next section is devoted to Retail Con- 
trol, which, in this reviewer’s opinion, is a 
subject too complex for a really useful pre- 
sentation to elementary students. The au- 
thors suggest that it be omitted if the book 
is used for a one semester course. The dis- 
cussion of the various phases of control is 
limited to four chapters which necessitates a 
rather sketchy treatment. An interesting 
chapter on Government Regulation of Re- 
tailing closes this section. 

Clearly addressed to prospective employees 
of retail establishments, the fifth section is 
entitled Opportunities and Requirements in 
Retailing. The authors discuss various posi- 
tions in a department store, their require- 
ments, and how to go about getting started 
in store work. 

Although the problems of the large depart- 
ment store have been uppermost in the minds 
of the writers, the book has a nice balance, 
and the small store is certainly not neglected. 

Throughout the book points of emphasis 
are boxed and set in typewriter type. The 
illustrations include numerous photographs 
and are well chosen and up-to-date. Charts 
appear to be carefully selected and only a 
few of them are too complex for the imma- 
ture student to grasp. Each chapter is fol- 
lowed by discussion questions and problems. 

While the material is not presented on a 
university level, this book is unquestionably 
a good one for use with high school or post 
graduate high school students of retailing. 
No doubt many junior college teachers will 
also find it extremely useful. 


Ross M. Trump 


Tulane University 
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Fall Meeting of A.M.A. November 11th and 
12th, in Cleveland 


The National War Conference of the 
American Marketing Association will be held 
as the Fall meeting in Cleveland on Novem- 
ber 11th and 12th under the sponsorship of 
the Northeastern Ohio Chapter. Ralph C. 
Greiner, new President of this Chapter, and 
Cleveland District Manager of Factory Man- 
agement and Maintenance, is General Chair- 
man of the conference. Forrest Ramage, 
Chapter Vice-President, and Assistant Man- 
ager of the Commercial Research Division 
of Republic Steel Corporation, is in charge 
of the program. 

Most A.M.A. members have attended 
these meetings in the past, and know the 
value of keeping in touch with marketing 
changes and marketing techniques in these 
times. That interest in marketing is cur- 
rently at a high level was amply attested by 
the attendance at the New York meeting in 
April and a large attendance is expected at 
Cleveland. 


CHAPTERS IN ACTION 
Chicago Chapter 


Officers 1943-44 

President—C. T. Huesinkveld, Armour 
& Co. 

First Vice-President—J. J. Martin, Henri 
Hurst & McDonald, Inc. 

Second Vice-President—H. L. Porter, 
Standard Oil Company of Indiana 

Secretary—W. S. Eldridge, Radio Cor- 
poration of America 

Treasurer—J. H. Fries, Kraft Cheese Co. 

C. C. Chapelle, who is Chairman of the 
Chicago Chapter committee which has spon- 
sored the training program for field research 
personnel, reports that the course was suc- 
cessful in helping to relieve the present 


critical shortage in field workers. Approxi- 
mately fifty-eight students registered for the 
two courses in Field Interviewing and Field 
Data Tabulating and there were also seven 
permanent employees sent in by the various 
firms that co-operated in supporting the pro- 
ject. The courses covered an eleven week 
period, meeting one evening a week, each 
session being one hour in length. A total of 
thirty-three students took the final examina- 
tion on June 28th, and twenty-two of these 
passed with a grade of ““B” or higher, which 
was considered by the committee to be the 
minimum passing grade. A total of $235.00 
was collected in $5.00 registration fees, of 
which $110.00 has been returned to the 
twenty-two students who successfully passed 
the final examination. Nineteen employers 
contributed in the aggregate $195.00 to the 
support of the project. After all expenses 
were paid and all registration fees refunded 
in accordance with the agreement made at 
the beginning of the course, where was ap- 
proximately $130.00 left to start the classes 
in the fall. 

It is the feeling of Mr. Chapelle and his 
committee that similar courses might well be 
undertaken by other Chapters. The shortage 
of trained field personnel is being felt keenly 
throughout the country and is thought likely 
to become an even more serious problem un- 
less some constructive action is taken. Fur- 
thermore, the Chicago committee anticipates 
that there will be a pronounced increase in 
market research just as soon as there is some 
lessening in the intensity of the war and an 
even larger increase when hostilities actually 
cease in one or both theaters. 

Albert Haring, A.M.A. President, is much 
interested in the Chicago experiment and is 
considering the appointment of a committee 
to facilitate the organization of similar 
courses in other chapters. 
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Detroit Chapter 

Officers—1943 

President—Paul Cramer, War Production 
Board 

Vice-President—M. T. Shiplet, Chrysler 
Corporation 

Secretary—William H. Maledon, Assistant 
Research Director, J. L. Hudson Co. 


Meetings 


The last meeting of the Detroit Chapter 
for the year 1942-43 was held on Tuesday, 
June 1, under the joint sponsorship of the 
Detroit Chapter and the University of Mich- 
igan School of Business Administration, at 
the Rackham Memorial Building, in Detroit. 

The speaker of the evening was Dr. C. E. 
Griffin, Dean of the School of Business Ad- 
ministration of the University of Michigan, 
who is at present on leave of absence to work 
with the Committee for Economic Develop- 
ment. Dean Griffin not only outlined some of 
the work already undertaken by the Com- 
mittee for Economic Development, but also 
explained a number of his own ideas on post- 
war planning procedure and methods. He 
pointed out that the main task in the postwar 
period will be the re-establishment of pre- 
war products and pre-war markets. He cau- 
tioned particularly against entering hastily 
into the manufacture and marketing of new 
products without first making an adequate 
market analysis to measure the demand and 
the marketability of such products. At- 
tendance at the meeting was the largest of 
the entire year, and a keen interest was evi- 
dent in the problems of postwar planning. 

The Detroit Chapter will resume its ac- 
tivities in September, with indications that 
postwar market planning will be the leading 
subject on the program for the coming year. 


Indianapolis Chapter 


Officers 1943 

President—W. R. Spurlock, Eli Lilly & 
Co. 

Vice-President—F. J. Hamerin, Lilly Var- 
nish Co. 

Secretary-Treasurer—C. G. Simon, Kin- 
gan & Co. 


Meetings 

At the April meeting of the Indianapolis 
Chapter a panel of six discussed ‘Case Prob- 
lems of Marketing under our Present War 
Economy.” The fields represented by the 
panel members included among others Farm 
Implements, Paper, Meat-packing, and Re- 
tailing. 

The last meeting of the season held on 
June 9th was addressed by Dr. Albert Har- 
ing, President of the American Marketing 
Association, and Mr. Lyman Hill, Director 
of Sales Research at Servel, Inc. The topic 
was “Postwar Planning.” As part of their 
presentation the speakers summarized the 
postwar planning sessions held at the Spring 
Meeting in New York. Mr. W. R. Spurlock, 
President of the Indianapolis Chapter, has 
appointed a Postwar Planning Committee, 
which is currently preparing its plans for 
constructive action by the Chapter. 


New England Chapter 

Officers 1943-44 

President—Ralph R. Butler, Kendall Mills 

Vice-President—Gerald B. Tallman, Mas- 
sachusetts Institute of Technology 

Treasurer—Harold P. Smith, Bureau of 
Foreign and Domestic Commerce 

Secretary—John M. Sherman, Federal Re- 
serve Bank of Boston 

Executive Committee, George E. Bruce, 
Recording and Statistical Corp.; Richard L. 
Edsall, James T. Chirurg Co.; Geoffrey L. 
Pippette, Carter’s Ink Co.; Allen W. Rucker, 
Eddy-Rucker-Nickels Co.; H. Gordon Scow- 
croft, Lever Brothers Co. 

The New England Chapter of the Ameri- 
can Marketing Association elected its officers 
for the 1943-44 season at the June meeting. 


Meetings 

The subjects considered at the last two 
meetings of the season just ended rounded 
out a balanced program on wartime market- 
ing problems. At the May meeting Leavitt C. 
Parsons, publisher of Yankee Food Merchant 
and New England Poultryman and Market 
Counsel for the N. E. Poultry and Egg In- 
stitute, talked on “Diversionitis or Black 
Market Disease.” In the course of his re- 
marks, Mr. Parsons said: 
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“We have black markets, but they have 
been born more of our own sentimental self- 
ishness than of any dire necessity. Our con- 
sumers have patronized black markets more 
from a spirit of resentment against what they 
felt was a bungling stupidity in our planning 
than from any urgency. Our pricing structure 
has penalized legitimate middlemen by di- 
verting the flow of commodities from their 
normal channels, while in the food field the 
unbalance in the rationing procedures affect- 
ing substitute items has thrown the demand 
out of line and made it profitable for new 
middlemen who disregard ceilings to rush 
in, buy supplies, and sell them secretly. We 
have stupidly accentuated shortages and so 
aggravated the black market disease, which 
a thoughtful diagnosis might well have con- 
fined to a rash rather than our present epi- 
demic. We have honest merchants and a 
loyal public, and with such material in- 
telligent and market-minded officials should 
be able to guide our wartime distributions 
without the stigma of putting a salestax on 
our people for the benefit of black market op- 
erators instead of for the Federal Treasury. 
We have neglected principle and become the 
victim of procedure.” 

The June meeting was a panel discussion 
of postwar planning by individual com- 
panies. The members of the panel were: 

Mr. Earl F. Allen, Chief Engineer, Han- 
cock Division, Manning, Maxwell and 
Moore, 

Mr. Ralph Butler, Executive Secretary, 
Postwar Planning Committee, Kendall Mills 

Mr. C. H. Gager, President of Walter 
Baker & Co., 

Mr. Dexter Whittinghill, Manager of 
Sales Research, Hood Rubber Co. 

Each of these men described the specific 
steps taken in his company to prepare for the 
postwar period. Interest in the topic was in- 
dicated by an attendance of fifty-six, a rec- 
ord for the season. 


New York Chapter 


Offiers—1943 
President—Dale Houghton, New York 
University 


Vice-President—Cara Haskell Vorce, Fer- 
ry-Hanly Co. 

Secretary—Joseph S. Boyajy, Recording 
& Statistical Corp. 

Treasurer—Arthur Hurd, Newsweek 


Meetings 


At the general meeting for May, Miss 
Ellen Hess, Director, Washington Bureau, 
McCall’s Magazine, spoke on “Washington 
Forecast: A New Deal for Civilians?” The 
final meeting before the summer period was 
addressed by Dr. Robert J. McFall on the 
topic, “Can We Stabilize Purchasing Power 
at a High Level?” 

The group discussion meeting program 
under the Chairmanship of Arthur Hirose 
completed a very successful season. A new 
group on Retail Distribution, with Dr. John 
Wingate, Professor of Merchandising, School 
of Retailing, New York University, as its 
Chairman, held its first meeting in June, on 
the subject of “Price Control.” 

Mr. Lew Hahn, General Manager, Na- 
tional Retail Dry Goods Association, dis- 
cussed the attitude of the retailer toward 
price control. He pointed out that although 
the retailer has offered to co-operate with the 
government in an effort to keep prices down, 
the O.P.A. has seemed to have an attitude of 
distrust and has tended to act without full 
benefit of actual experience and thorough 
knowledge of the field. Measures have been 
promulgated as a result which were not en- 
tirely practical and have caused substantial 
confusion. 

At the second meeting of this group, Mr. 
Robert F. Welsh, Buyer of the J. C. Penney 
Company, spoke on “Specification Buying 
and Private Brands vs. National Brands.” 

A new discussion group which will deal 
with industrial marketing problems has been 
organized under the chairmanship of W. 
Richard Donaldson, Director of Market Re- 
search, Celanese Corporation. 


Northeastern Ohio Chapter 


Officers : 1943-44 

President—Ralph C. Greiner, Cleveland 
District Manager, Factory Management and 
Maintenance. 
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Vice-President—Forrest H. Ramage, As- 
sistant Manager, Commercial Research Divi- 
sion, Republic Steel Corporation. 

Treasurer—Robert F. Blair, 
District Manager, Jron Age. 

Secretary—John C. Maddox, Manager of 
Market Study, Fuller & Smith & Ross, Inc. 


Cleveland 


Directors: 


Heber E. Allen, Dobeckmun Company, 
(Industrial Marketing). 

Lee J. Bornhofen, Goodyear Tire & Rub- 
ber Co., Inc., (Director at Large). 

Ed. B. Bossart, Bailey Meter Company, 
(Arrangements, Attendance and Greeting). 

Dr. Donald R. G. Cowan, Republic Steel 
Corporation, (Postwar Planning). 

Dr. Clyde J. Crobaugh, Fenn College 
(Membership). 

Howard Whipple Green, Real Property 
Inventory of Metropolitan Cleveland, (Mar- 
ket Research). 

Michael C. Pecsok, Osborn Manufactur- 
ing Company, (Sales Management). 

Gene P. Robers, The Weatherhead Com- 
pany, (Publicity). 

Kenyon Stevenson, The Griswold-Eshle- 
man Company, (Advertising). 

Ray E. Gunn, Iron Fireman Manufactur- 
ing Company, (Immediate Past President 
and Director). 

The Northeastern Ohio Chapter recently 
elected officers for I 943-44 season as shown 
above. The Chapter is undertaking the re- 
sponsibility of organizing a National War 
Conference to be held in Cleveland on 
Thursday and Friday, November 11th and 
12th. This conference will represent the Fall 
Meeting of the American Marketing Associ- 
ation, but just as in the case of the Spring 
Meeting in New York, it will be entirely the 
work of the Chapter. Practically all of the 
newly elected directors have specific respon- 
sibilities for different Chapter activities. 
These responsibilities are indicated above in 
parentheses following the names. 


Philadelphia Chapter 


Officers 1943-44 
President—Franklin R. Cawl, Farm Four- 
nal, 


Vice-Presidents—Lawrence C. Lockley, 
E. I. duPont de Nemours & Co.; Roland 
G. E. Ullman, R. G. E. Ullman Organization. 

Secretary—William F. Buehl, McGraw- 
Hill. 

Treasurer—Irving W. Wilder, Henry Dis- 
ston & Sons. 


Directors: 


Harold P. Alspaugh, RCA Manufacturing 
Co. 

Donald Hobart, Curtis Publishing Co. 

C. H. H. Weikel, Bethlehem Steel Co. 

James H. Robbins, American Pulley Co. 

William B. Ricketts, N. W. Ayer & Son 

John R. Whitaker, American Stores Co. 


Past Presidents Council: 


Lou Waldron Burton E. Ebert 
Howard Hovde John C. Spurr 


The Philadelphia Chapter recently elected 
the officers shown above for the season 1943- 
44. The new officers have inaugurated cer- 
tain changes 1 in Chapter operation. There are 
no associate memberships in which an indi- 
vidual may belong to the Chapter but not to 
the American Marketing Association. Mem- 
bers of the Philadelphia Chapter pay $10.00 
annually, of which $5.00 is for the American 
Marketing Association and $5.00 for the 
Chapter. Practice in this respect is similar 
to that of the New York Chapter. 


San Francisco Chapter 


Officers 1943 
President—Robert H. Willson, California 


Chain Stores Association. 
Vice-President—Ward B. Studt, 
Distribution Administrator, U.S.D.A. 
Secretary-Treasurer—H. M. Ellsworth, 
Pacific Mainfolding Book Co., Inc. 


Meetings 


Food 


The dinner meeting of the San Francisco 
Chapter, American Marketing Association 
on May 27th, was devoted to a roundtable 
discussion of the subject, “Postwar Market- 
ing Conditions in California.” The speakers 


were Professor David E. Faville of Stanford 
University, Mr. H. F. Ormsby, of the Cali- 
fornia State Chamber of Commerce, and 
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Mr. Lloyd Graybiel, Vice-President of the 
American Trust Company and Committee 
Chairman of the San Francisco Chamber of 
Commerce. Robert H. Willson, President, 
presided. 

Professor Faville defended the present dis- 
cussion of postwar planning against its crit- 
ics, and projected the probability of a bright 
postwar future. He quoted the view ex- 
pressed by Mr. Kaiser, who recently forecast 
a 25-year period of prosperity, and applied 
it particularly to the Pacific Coast area. He 
cited the Brookings Institute postwar stud- 
ies. After each of the last three wars—1812, 
the Civil War, and the First World War— 
there was a brief period of hesitation, then a 
short period of prosperity, followed by a 
sharp slump, which in turn was followed by a 
longer period of prosperity. He expressed the 
opinion that events might take a similar 
course after this war. 

Mr. Ormsby discussed the postwar plan- 
ning undertaken by the California State 
Chamber of Commerce while Mr. Graybiel 
outlined the work being done along this line 
by the San Francisco Chamber of Com- 
merce.! 


Committees of American Marketing Associa- 

tion for 1943 
(1) Auditing and Budget 

(a) To audit the books of the Association 
and the Yournal of Marketing. (b) To analyse 
the Association income and expenditures and 
to draw up an operating budget. (c) To make 
recommendations as to changes in procedure 
as regards the two preceding items. 

Ralph C. Greiner, Chairman, McGraw- 
Hill Publishing Co., 1510 Hanna Building, 
Cleveland, Ohio. 

Kenyon Stevenson, Griswold Eshleman 
Co. 

Ray E. Gunn, Iron Fireman Mfg. Co. 


(2) Buying Power Classifications 


To develop and recommend standards, 
methods, and techniques for income classi- 
fications and their application in marketing 
research. 


1 Cf. H. F. Ormsby, “Postwar Industrial Planning on 
the Pacific Coast,” pp. 159-161, above. 


Everett R. Smith, Chairman, Macfadden 
Publications, 122 East 42nd Street, New 
York City. 

Wroe Alderson, Office of Economic War- 
fare 

Franklin R. Cawl, Farm Journal, Inc. 

Archibald M. Crossley, Crossley, Inc. 

Chester E. Haring, George S. Armstrong & 
Co., Inc. 

Lyman L. Hill, Servel, Inc. 

D. E. Robinson, Pedlar & Ryan. 

Wilford L. White, Department of Com- 
merce 


(3) Consumer Credit 


To study the problems of consumer credit 
under a war economy and make investiga- 
tions and recommendations for their solu- 
tion. 

M. R. Neifeld, Chairman, Beneficial Man- 
agement Corp., 15 Washington Street, New- 
ark, New Jersey 

John M. Chapman, Columbia University 

Reavis Cox, Retail Credit Institute of 
America 

J. Anton Hagios, National Retail Dry 
Goods Association 

Rolf Nugent, Russell Sage Foundation 

Theodore H. Smith, Federal Reserve 
Board 


(4) Cooperation in Sales Training 


To cooperate with the National Society of 
Sales Training Executives in problems of 
mutual interest. 

Philip Salisbury, Chairman, Sales Man- 
agement, 386 Fourth Ave., New York City 

Henry G. Richert, U. S. Office of Educa- 
tion 

Herman C. Nolen, Ohio State University 


(5) Cooperative Research 


To foster scientific study and research in 
marketing; to encourage joint and coopera- 
tive projects and seek sponsors and funds for 
their execution; to seek suggested subjects 
and topics for research and publish them 
annually in the Journal. 

Robert J. McFall, Chairman, Magazine 
Marketing Service, 383 Madison Avenue, 
New York City 
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Willard C. Wheeler, Sales Traffic Digest 
M. R. Neifeld, Beneficial Management 
Corp. 


(6) Executive Committee of the Board of Di- 
rectors 


Albert Haring, President, School of Busi- 
ness, Indiana University, Bloomington, In- 
diana 

Ross M. Cunningham, Secretary, Dept. of 
Bus. & Eng. Administration, Mass. Institute 
of Technology, Cambridge, Massachusetts 

Vergil D. Reed, Immediate Past President, 
Chief Industry Branch, Statistics Division, 
War Production Board, Room 2716, Soc. 
Sec. Bldg., Washington, D. C 


(7) Marketing Statistics 


To determine what statistics business will 
need in the conversion and postwar period 
and to cooperate with the appropriate agen- 
cies for the collection of such data. 

Vergil D. Reed, Chairman, Chief Industry 
Branch, Statistics Division, War Production 
Board, Room 2716, Soc. Sec. Bldg., Wash- 
ington, D. C. 

Melvin T. Copeland, Harvard University 

Howard McClure, Dept. of Commerce 

V. H. Pelz, General Foods Sales Co. 


(8) Membership and Chapter Organization 


To build membership, work with estab- 
lished chapters and organize new chapters in 
conformity with the Constitution and By- 
Laws. 

Richard L. Edsall, Chairman, James 
Thomas Chirurg Co., Director of Research, 
Park Square Bldg., Boston, Mass. 

C. C. Chapelle, C. C. Chapelle Company 

William Dover, Los Angeles Examiner 

N. H. Engle, University of Washington 

E. H. Gault, University of Michigan 

Walter S. Greenough, Indiana Chain Store 
Council, Inc. 

Nelson A. Miller, Bureau of Foreign and 
Domestic Commerce 

Stanley W. Preston, Louisiana State Uni- 
versity 

Forrest H. Ramage, Republic Steel Corp. 

C. H. Sandage, Miami University 

Roland S, Vaile, University of Minnesota 


Norwood Weaver, Magazine Marketing 
Service 
John R. Whitaker, American Stores Co. 


(9) New York Meeting April 29 and 30 


To develop a program for the meeting held 
from noon Thursday April 29 through Friday 
April 30. 

Norwood Weaver, Chairman, Magazine 
Marketing Service, 383 Madison Avenue, 
New York City 

Robert Arkell, J. L. Hudson Co. 

Elmer L. Beeler, Indiana Bell Telephone 
Co. 

S. R. Bernstein, Advertising Age 

R. E. Gunn, Iron Fireman Mfg. Co. 

Lyman L. Hill, Servel, Inc. 

Arthur P. Hirose, McCall Corporation 

Dale Houghton, New York University 

Geoffrey L. Pippette, Carters Ink Co. 

Philip Salisbury, Sales Management 

Roland G. E. Ullman, The Roland G. E. 
Ullman Organization 

Wilford L. White, Bureau of Foreign & 
Domestic Commerce 


(10) Nominating 


To propose candidates to be voted upon in 
the election for the 1944 officers as prescribed 
by the Constitution and By-Laws. 

Vergil D. Reed, Chairman, Chief Industry 
Branch, Statistics Division, War Production 
Board, Room 2716, Soc. Sec. Bldg., Wash- 
ington, D. C. 

Donald R. G. Cowan, Republic Steel Corp. 

H. H. Maynard, Ohio State University 


(11) Occupational Classifications 


To study present practices in the use of oc- 
cupational classifications in marketing and 
recommend standard procedures in tabula- 
tion, uses and presentation. 

Donald M. Hobart, Chairman, Division of 
Commercial Research, Curtis Publishing 
Co., Independence Square, Philadelphia, Pa. 

D. E. Robinson, Pedlar & Ryan 

Paul W. Stewart, Paul W. Stewart Asso- 
ciates 

Raymond A. Robinson, Crowell Publish- 
ing Co. 

Non-member—Consultant: 








W 
(1: 


as 
ev 
SO 
ce 
ar 








THE JOURNAL OF MARKETING 


227 





Alba M. Edwards, Bureau of the Census, 
Washington, D. C. 


(12) Planning and Postwar Planning in 

Marketing 

To study and report ways and means by 
which the AMA can contribute to and take 
a central place in economic planning insofar 
as marketing is concerned; to discover, 
evaluate and report outstanding examples of 
sound plans being laid by individual con- 
cerns and associations for marketing during 
and after the war. 

Lyman Hill, Chairman, 
Evansville, Indiana 

Wroe Alderson, Curtis Publishing Co. 

Donald R. G. Cowan, Republic Steel 
Corp. 

N. H. Engle, University of Washington 

Howard T. Hovde, University of Pennsyl- 
vania 

Morris Livingston, Dept. of Commerce 

V. H. Pelz, General Foods Sales Co., Inc. 


Servel, Inc., 


(13) Prices and Price Control 


To study the principles, problems and 
practices of pricing and price control and to 
recommend sound principles and procedures 
herein. 

Theodore N. Beckman, Chairman, Ohio 
State University, Columbus, Ohio 

E. T. Grether, University of California 

Julius Hirsch, New York City 

Charles F. Phillips, Office of Price Admin- 


istration 


(14) Professional Standards and Status 
To formulate standards governing profes- 


sional competence and ethics in the field of 
marketing; after its report on standards 1s 
accepted, to prepare proposals for implement- 
ing and enforcing such standards. 

Archibald M. Crossley, Chairman, Cross- 
ley, Inc., 330 West 42nd Street, New York 
City 

Robert A. Balzari, R. A. Balzari and Staff 

Howard T. Hovde, University of Pennsyl- 
vania 

Roland S. Vaile, University of Minnesota 

Ferdinand C. Wheeler, Assn. of Food Dis- 
tributors 


(15) Publications 


To record developments and progress in 
marketing through the publication of THE 
JOURNAL OF MARKETING 

Reavis Cox, Chairman, Retail Credit In- 
stitute of America, 917 15th St., Washington, 
D. C. 

Robert N. King, New York City 

Charles F. Phillips, Office of Price Admin- 
istration 

E. T. Grether, University of California 


(16) 7943 Roster 


To collect the material for and to publish 
the 1943 Roster of members. 

Malcolm D. Taylor, Chairman, Office of 
Price Administration, Washington, D. C. 

Howard W. Green, Real Property Inv. of 
Metro. Cleveland 

Howard T. Hovde, University of Pennsyl- 
vania 

Albert Haring, President, 
Cunningham, Secretary, are ex 
members of all committees. 


and_ Ross 
officio 














THE AMERICAN STATISTICAL ASSOCIATION is an organiza- 
The tion of persons interested in the application of statistical 
methods to practical problems, in the development of more 

e useful methods, and in the improvement of basic statistical 
A m e r 1 Cc a n data. Its membership includes more than 3,100 statisticians, 
research directors, economists, business executives, govern- 
ment officials, and university professors. 


° * 
S ta t 18 t 1¢ al Meetings: The annual meeting of the Association is held 


in the last week of December. Meetings are held at frequent 

e ° intervals by chapters in Albany, New York; Atlanta, Georgia; 

Association Austin, Texas; Boston; Central Indiana; Chicago; Cincin- 

nati; Cleveland; Columbus; Connecticut; Detroit; Harris- 

burg, Pennsylvania; Montgomery, Alabama; New York City; 

North Carolina; Philadelphia; San Francisco; Urbana, IIli- 
nois; and Washington, D.C. 











The Journal: The Association publishes quarterly the Jour- 
nal of the American Statistical Association which carries 
scientific articles and reports on new developments in the 
use of statistics in various fields. It contains an extensive book 
review section. The Journal is indispensable to anyone who 
wishes to keep in touch with the progress of statistics and 
research. 


Membership: Membership dues are $5.00 a year, including 
a subscription to the Journal and to the American Statistical 
Association Bulletin. Information about the Association's ac- 
tivities and membership application forms may be secured 
ae the Secretary, The American University, Washington, 

















AMERICAN ECONOMIC REVIEW 


Contents 
Volume XXXIII September, 1943 


External Economies and Diseconomies....... H. S. Ellis and William Fellner 
The Beveridge Report Eveline M. Burns 
The International Clearing Union Imre de Vegh 
i ict dtd eeeaneeckesareeadeadenenessans S. E. Harris 
Moulton’s The New Philosophy of Public Debt D. McC. Wright 


Monopolization and the Decline of Investment Opportunity 
G. H. Hildebrand, Jr. 


Communications, Reviews, Periodicals, and Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $5.00. Address editorial 
communications to Dr. Paul T. Homan, editor, AMERICAN ECONOMIC REVIEW, c/o Brook- 
ings Institution, 722 Jackson Place, N.W., Washington, D.C. (temporary address); for in- 
formation concerning other publications and activities of the Association, communicate with 
the Secretary-Treasurer, Dr. James Washington Bell, American Economic Association, North- 
western University, Evanston, Illinois. Send for information booklet. 
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